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CONTRACTING OUT GOVERNMENT RESPONSIBILITY 
FOR ADMINISTRATIVE AND MANAGEMENT SERVICES 


Part 1.—Military Assistance Institute 


MONDAY, MARCH 23, 1959 


Hovusr or REPRESENTATIVES, 
SUBCOMMITTEE ON Manpower UTILizaTIon 
OF THE CoMMITTEE ON Post OFrFice AND CrviL SERVICE, 
Wash ington, DA. 

The committee met at 10:10 a.m., in room 215, House Office Build- 
ing, Hon. James C. Davis (chairman of the subcommittee) presiding. 

Mr. Davis. The subcommittee will come to order, please. 

The House Subcommittee on Manpower Utilization of the Commit- 
tee on Post Office and Civil Service, under authority of House Reso- 
lution 78 of the 86th Congress, has the responsibility to study and in- 
vestigate the utilization of civilian personnel in the Federal Govern- 
ment. Included in this authority is— 
the desirability and effect of contracts, agreements, or arrangements for the per- 


formance, by and through sources outside the Federal Government, of personnel, 
administrative and management services. 


And, further: 


the effect of contract practices of the Federal Government on the availability 
and utilization of personnel qualified for the performance of essential functions 
of the Federal Government. 

This subcommittee has for some time been actively concerned by the 
effect on the civilian employees of the Federal Government resulting 
from the Government’s practice of contracting out work. We have 
found, as a result of our subcommittee investigations and hearings, 
instances whereby the extended use of the contracting authority has 
caused Federal civilian employees to lose jobs in work areas historic- 
ally performed by civilian employees of the Government. 

5 i we have noted examples where contracting-out practices 
have at times reduced the utilization of our Federal personnel and also 
tended to inflate the overall costs of our defense effort. Reference is 
particularly directed to the current vogue of contracting out to pri- 
vate parties for management consulting, program evaluation, train- 
ing, and other types of services clearly within management’s respon- 
sibility. 

The subcommittee is aware of the authority granted for various de- 
partments and agencies to procure services of experts or organizations 
by contract. However, we wonder if this authority should be re- 
garded as permitting the procurement by private contract of services 
which normally are performed by regular employees of the Govern- 
ment. 
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As we are becoming more aware of the effects of these practices on 
the utilization of manpower, Congress and our subcommittee are hear- 
ing of more and more instances where oe result from the shift- 
ing of work normally performed by the Government to private con- 
tractors. In turn, many of these cost-plus-fee contractors, who are 
largely subsidized by the Federal Government, lack the incentive to 
restrict costs, especially salaries and wages. This means that fre- 
quently shnevinn! demands are created for our national manpower re- 
sources with the result that the Government finds itself either com- 
peting with its own contractors or losing employees with years of ex- 
perience and know-how to these Government-subsidized contractors. 
All this adds up to excessive and expensive turnover of personnel and, 
thereby, a waste of our manpower resources. Today, our continued 
rising defense costs certainly reflect less than optimum use of our 
Nation’s manpower resources and the importance we must attach to 
the effective utilization of manpower. 

For some time it has been apparent there was a need for a uniform 
policy in the Federal Government regarding the use of management 
and operating contracts. Our subcommittee raised this issue at public 
hearings last December with Hon. Elmer B. Staats, now the Deputy 
Director of the Bureau of the Budget. Mr. Staats indicated that the 
Bureau was working on the matter and hoped to be able to issue a 
policy early in 1959. Despite the fact this Bureau’s position is long 
overdue, we are happy to note that such policy statement was issued 
recently. We intend to watch the development and execution by the 
executive agencies of this policy. 

For example, in the matter before us today—a management and 
operating-type contract—the Bureau of the Budget criteria states that 
this type contract is not generally considered suitable unless the 
products or services required are not readily obtainable from another 
Federal agency. Yet we understand that the instructors, to a large 
degree, used by the contractors are employees of Federal agencies. 
We also understand that a Government agency operating a similar 
type school offered to give this training course. 

Speaking for myself—and I feel that my colleagues on this subcom- 
mittee concur—in my many years of dealing with Government em- 

loyees I have found them loyal, capable, and desirous to do a good job. 

his subcommittee is very much interested in protecting civil-service 
personnel and insuring for them a meaningful career employment. 
We are anxious to see departments and agencies recognize the skills 
and loyalty of their people. In that way we believe we can improve 
not only the morale but also the effectiveness of the Government 
worker. 

It is our opinion no contract should be used to avoid or ignore per- 
sonal or official responsibility; and when this type of contracting is 
extended to services by former Federal personnel, civilian or military, 
it may involve not only the administrative wisdom to purchase services 
which could and should be performed by Federal personnel, but, even 
more fundamental and basic, the question of conflict of interests. 

The accumulation of a sizable group of high-ranking retired per- 
sonnel on a Government contractor’s payroll will certainly provide 
some degree of vulnerability to firms that indulge in the practice. 
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This is especially true when the function was formerly performed 
within the Government and the officers have only recently retired. 

We are today beginning a series of public hearings concerning a 
specific example of the Defense Department’s policy to contract out 
work that normally could be expected to be performed by the Govern- 
ment. For the case in point, we have received complaints based on the 
thoughts that a military officer might be able to create a civilian posi- 
tion for himself, paid by Federal funds, and yet draw his full retire- 
ment pay. There are Federal laws prohibiting both dual compensa- 
tion and conflict of interests. As a result, we certainly want to know 
if such practices, as described above, are new avenues to circumvent 
the dual compensation and conflict of interest laws. 

On June 5, 1958, the Office of the Secretary of Defense awarded a 
contract to the American Institute for Research of Pittsburgh, Pa., a 
nonprofit psychological testing organization for $274,136, including 
a $16,000 fee to renovate a space in a luxurious apartment building in 
Arlington, Va., and to buy supplies with the end result of establishing 
a training school for military personnel. 

A second contract dated August 28, 1958, in the amount of $333,110 
including a $17,723 fee, was made with this same contractor to operate 
a school for training approximately 100 officers per month for 11 
months. 

Following our December hearings, the subcommittee made certain 
inquiries about this program. We have not been satisfied with the 
response to date, with the result that our subcommittee voted to hold 
these hearings to get the information. Some of the questions we 
would like to have answered are: 

1. Is the training of personnel, especially military personnel, a 
basic mission of the Defense Department ? 

2. If so, does the Defense Department consider it wise to contract 
out such basic operations ? 

3. Can the Department of Defense, within its own capabilities, op- 
erate efficiently and economically the Military Assistance Institute? 
If not. why not ? 

4. Are Federal employees qualified and available to perform the 
work ¢ 

Following our public hearings last December, Mr. Gross and Mr. 
Johansen, on my approval, followed up on certain aspects of the 
training information developed during the hearings. Mr. Gross, 
who specifically looked into the Military Assistance Institute at Ar- 
lington Towers, has a statement, after which we will hear from Mr. 
John Holcombe, Office of the Secretary of Defense; Mr. Gus Lee 
Office of the Secretary of Defense; Dr. John Flanagan, president of 
the American Institute for Research; and Brig. Gen. H. C. Newton, 
USA (Ret.), director of the Military Assistance Institute. 

Mr. Gross. 

Mr. Gross. Thank you, Mr. Chairman. 

Early last December I made an on-the-spot inspection of the Mili- 
tary Assistance Institute, the subject of this hearing, and which is lo- 
cated in the Arlington Towers apartment building in Arlington, Va. 
As a result of this inspection, I was impressed by several things. For 
example: 
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Apparently no students were being trained during the month of 
December, with the result that when I visited the school there was 
little evidence of effective utilization of staff personnel by the con- 
tractor. 

The spacious and well-appointed quarters of the school are not just 
first class; they can be more appropriately described as luxurious. 
I do not hesitate to say that few other schools, private or public, any- 
where in the country, are as well equipped. I was especially im- 
pressed by the coffee bar and the lounging area. If nothing else, the 
students should pick up some excellent coffee conversation. All the 
inducements are present. 

All items of equipment appeared to be brandnew, including movie 
projectors, maps, office and classroom furniture, and even a complete 
library. There is also a 125-seat auditorium, complete with the latest 
model seats and a stage. All this, I emphasize, has been installed, 
not in a Government-owned building, but in rental space in one of the 
Washington area’s plushest apartment buildings. 

Another interesting observation concerns the school’s curriculum 
and instructors. I was told that most of the lecturers have been fur- 
nished on a nonreimbursable basis by various Government agencies 
such as the Defense Department, Central Intelligence Agency, State 
Department, and International Cooperation Administration. 

Mr. Chairman, the information I obtained indicates that the top 14 
officials who are presumably active in running the schoo] and who are 
paid by the cost-plus contractor, the American Institute for Research, 
are recently retired military officers. This apparent dodge of our dual 
compensation laws gave me reason to wonder what else might be 
expected. 

In the course of my inspection an official of the school implied that 
the parent organization, the American Institute for Research, exer- 
cised little, if any, direct control in the operation of the school. In 
fact, it appeared quite obvious that the top personnel of the school 
had been chosen by the Defense Department. 

At a later date I was joined by my colleague, Hon. August Johan- 
sen, in making further personal inquiries into the operation of this 
school, particularly with respect to the personnel involved. Failing 
to obtain the information to which we were entitled, Mr. Johansen 
and I addressed a letter to the Secretary of Defense on January 2, 
1959, asking some basic questions concerning this operation. It took 
the Defense Department over 2 months to give us even a partial reply. 

Mr. Chairman, I am hopeful that we can get the complete story 
during these hearings. We certainly do not have it now. 

Mr. Davis, Thank you, Mr. Gross. 

Mr. Holcombe, I understand you have a prepared statement that 
you wish to present. 

Mr. Hotcomprr. I do, Mr. Chairman. 

Mr. Davis. Very well. Will you proceed with it then? 
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STATEMENT OF JOHN L. HOLCOMBE, DIRECTOR, OFFICE OF PRO- 
GRAMING AND CONTROL, ASSISTANT SECRETARY OF DEFENSE, 
INTERNATIONAL SECURITY AFFAIRS; ACCOMPANIED BY GUS C. 
LEE, DEPUTY DIRECTOR, OFFICE OF MANPOWER REQUIREMENTS 
AND UTILIZATION, ASSISTANT SECRETARY OF DEFENSE, MAN- 
POWER AND PERSONNEL; DR. JOHN C. FLANAGAN, PRESIDENT, 
AMERICAN INSTITUTE FOR RESEARCH; BRIG, GEN. HENRY C. 
NEWTON, U.S. ARMY (RETIRED), DIRECTOR, MILITARY ASSIST- 
ANCE INSTITUTE; AND COL. JAMES L. KAISER, OFFICE, SECRE- 


TARY OF DEFENSE 


Mr Hotcomse. Mr. Chairman, I am happy to appear before this 
committee to discuss the Military Assistance Institute because it is 
one of the great management factors for improvement of military 
assistance operations and has been so recognized by major field com- 
mands and agencies responsible for review of our program. 

From 1953 to 1956 I was Deputy Comptroller of the Department of 
Defense, stationed in Paris with a small staff responsible for review- 
ing U.S. defense expenditures in Europe and the Middle East. Our 
studies and investigations there repeatedly indicated that U.S. mili- 
tary assistance funds were not being used as effectively as they could 
be. In large part this was because the Military Assistance Avisory 
Groups (MAAG) and the unified commands were not adequately 
evaluating the special conditions in the country affecting require- 
ments and the capability of the country either to provide the equip- 
ment itself or to utilize equipment effectively if provided under US. 
grant aid. We found that these deficiencies were due, first, to defects 
in the basic system of programing and Washington guidance, and, 
secondly, to the fact that the military officers staffing the MAAG’s 
did not have the specialized background or training to permit them 
effectively to make these essentially nonmilitary analyses and judg- 
ments. 

On the basis of the reports furnished Washington, I was asked early 
in 1956 to return to Washington on temporary duty to make recom- 
mendations to improve the administration of military assistance. 

I recommended a new programing system and simultaneously 
pointed out that its effective operation would require either the selec- 
tion of specialists not normally found in military service or specialized 
training to permit its effective implementation in the field. 

The recommendations were adopted and the new plan and guidance 
were put into effect. Simultaneously, early in 1956 the Office of the 
Assistant Secretary of Defense for International Security Affairs 
took steps to improve the capability of MAAG officers to implement 
the new program. At first, the responsibility was placed upon the 
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unified commands to conduct the additional specialized training of the 
officers after arrival overseas. This proved to have very limited effec- 
tiveness because the personnel in the unified command headquarters 
did not have the specialized background to provide the necessary tech- 
nical training. Efforts were made to fill this gap by sending out from 
Washington training material and specialists to programing and train- 
ing conferences. This, likewise, proved to be less than satisfactory, 
particularly in view of the relatively short tours of military duty 
in many of the countries where our greatest programing problems 
existed. 

I discussed the problem informally in late 1956 with the directors 
of the military aid divisions of the three military departments who 
agreed that some more formal and centralized training was the only 
remaining course of action which offered probability of success, and 
agreed at my request to ascertain whether this training course could 
be satellited on a suitable existing military training installation. It 
was further agreed that such training would have to be given at least 
in part by personnel of the various departments of Government cur- 
rently engaged in operating and supervising the military assistance 
program, and, therefore, the location would have to be within easy 
commuting distance of Washington. On the basis of facilities alone, 
the services informally reported as follows: 

Army: Could only provide space for the school at Fort Belvoir at 
an initial cost of about one-half million dollars for rehabilitation of 
old temporary structures, but that this would take about a year and 
the cost of maintenance thereafter would be high. 

Navy: No capability for providing the school except at Quantico 
if they were provided over $1 million for construction and given 2 
years to get the school under operation. 

Air Force : No space wwailible for the school. 

It was agreed that the matter should be considered formally and at 
the policy level. As a result, in April 1957, the Armed Forces Policy 
Council (AFPC) concurred in the establishment of an ad hoc group 
to consider the establishment of an orientation and training course for 
Military Assistance Advisory Group personnel. Accordingly, an in- 
terservice committee was formed, headed by a Deputy Assistant Sec- 
retary of Defense. They found that approximately 18 percent of the 
MAAG officers were receiving varying degrees of orientation in the 
Pentagon, averaging approximately 5 days. Most of this orientation 
was accomplished on a rather informal basis. In contrast, overseas 
representatives of other agencies were receiving extensive special 
training. 

Mr. Jowansen. Mr. Chairman, may I interrupt at this point? 

Mr. Davis. Mr. Johansen. 

Mr. JoHaNnseN. You speak of the overseas representatives of other 
agencies. I wonder if you could give us the type of other agencies that 
you are referring to there. 

Mr. Hotcompe. Yes, sir. I refer, for example, to the members of 
the U.S. operating missions who are employed by the International 
Cooperation Administration to administer the economic aid pro- 
grams—defense support, technical assistance, and special assistance. 
They operate in these same countries and are generally civilians on a 
2-year contract who receive, according to the information obtained 
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at that time, extensive specialized training in Washington before they 
are sent to the field. 

I also refer to the members of the third part of the country team, 
the State Department people on the staff of the embassy, who, like- 
wise, have a specialized training institution and are given training 
before they go to the country. 

Mr. JoHansen. What is the setup physically and the location of 
the ICA official training school? Where is that done? 

Mr. Hotcomer. It is done in Washington, Mr. Johansen. I am not 
familiar with all the details of its operation because I have no direct 
responsibility for that part of the program. 

Mr. Jowansen. I realize that. Would you happen to know who 
conducts the school or where physically it is held ? 

Mr. Hotcomee. I believe this is operated by Johns Hopkins Univer- 
sity, sir, but, if detail on this is desired, I would like to supply it for 
the record. 

Mr. Jowansen. I think, Mr. Chairman, this might offer some very 
interesting basis of comparison as to the type of training that is pro- 
vided, the costs involved, and the question of whether either that or 
the training that is provided by the Foreign Service Institute, which I 
think you are referring to later, might have been adapted to meet 
the needs here described. 

Mr. Davis. Yes, sir. 

(The information referred to follows :) 


ICA STAFF DEVELOPMENT TRAINING PROGRAM 


Prior to fiscal year 1958, the International Cooperation Administration has 
done little by way of systematic training or longer range career development 
planning for and with its overseas staff members. With the broader train- 
ing authority provided in the Mutual Security Act of 1957, and with funds ap- 
propriated for this purpose, early in fiscal year 1958 a comprehensive program 
of staff development training was launched as an integral part of the agency’s 
reoriented Overseas personnel system. This program is designed specifically 
to keep technicians’ competence fresh and vigorous and to develop the capabili- 
ties of promising employees for assuming greater responsibilities. 

Training needs in relation to the individual’s future service in the ICA pro- 
gram are carefully considered by the Evaluation Panel in their annual compara- 
tive appraisals of the performance and potential of all professional level staff 
who have served at least 18 months in the ICA program overseas. They like- 
wise are considered by the Assignment Board through which the planning of all 
assignments is coordinated. This Board not only insures proper matching of the 
employee’s qualifications and the duties he is to perform but also that his capa- 
bilities are best utilized and developed. 

Operationally, evaluation of individual training needs and decision whether 
or not to meet them is a three-step process: (1) The agency’s interest in the 
man, i.e. his potential for future service; (2) how training would enhance his 
contribution to furthering the mutual security program, and (3) the prospective 
returns in relation to costs—including other requirements for his services at a 
particular time. Training, when given, can and does take a variety of forms. 
The content, method, and duration in each case are tailored specifically to the 
needs of that particular situation. 

In meeting its training needs, ICA utilizes existing facilities of other agen- 
cies, universities, colleges, business firms, etc., to the fullest extent that they 
ean adequately meet the needs. In some cases, however, special training pro- 
grams have to be developed to meet needs unique to this agency. For example, 
the programing of technical and economic assistance to newly developing coun- 
tries requires a kind of specialized competence which neither regular academic 
courses nor work experience in the United States adequately provides. To 
meet the particular needs in this area, an Institute on ICA Development Pro- 
graming is being conducted for ICA by the School of Advanced International 
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Studies, Johns Hopkins University. (An outline of the purpose, scope, and 
method of this special training program is attached.) The training require- 
ments for the management of technical and economic cooperation programs are 
provided by selecting overseas personnel for work in various colleges and uni- 
versities and with various professional and business associations. Further con- 
sideration is being given as to how additional training in this field will be car- 
ried on on a long-term basis. 


ICA LANGUAGE TRAINING POLICIES AND PROGRAMS 
INTRODUCTION 


The ICA language program is an integral part of the fundamental reorienta- 
tion of its overseas personnel management system which ICA initiated about 
2 years ago. This new personnel system is designed to obtain, retain, and de- 
velop and manage effectively a staff of employees who are not only technically 
competent but who, together with their families, have the ability to live and 
work in a foreign environment in a manner reflecting credit on the United States. 
Facility in a locally useful language contributes significantly to success on both 
of these fronts. 

It is the policy of ICA to utilize insofar as possible the language training fa- 
cilities of the Foreign Service Institute, in Washington and at the post. To- 
ward achieving maximum efficiency, ICA, State, and USIA make joint use of 
post instruction facilities to the fullest extent practicable. 


LANGUAGE TRAINING POLICIES 


Policies underlying the ICA language training program, and the operating 
procedures employed in implementing these policies, are based in large part on 
the results of a survey initiated in February 1958 to provide an informed basis 
for developing and operating a program tailored to the particular needs of each 
overseas mission. This survey indentified the relative importance of language 
proficiency to performance in each position on each mission’s staffing pattern 
(table of organization). It also included an inventory of the language profi- 
ciency of present staff. These survey results are being used as guides both in 
filling positions and in assigning staff to language instruction. 

ICA language training policy aims at (1) insuring that persons going into 
“language essential” positions have the proficiency required for the position 
or are given sufficient language instruction prior to arrival at post or by in- 
tensive training at post to meet minimum requirements during the first 6 months 
of their assignment; (2) providing tailored programs to raise as rapidly as 
circumstances permit the proficiency of present staff occupying language 
essential positions who are not scheduled for home leave for another 1 to 2 years; 
(8) enabling staff in positions where language is less essential to effective job 
performance to obtain a level of proficiency over a reasonable period sufficient 
to enhance their understanding of the local culture and their acceptance as 
Americans. 

The primary emphasis of ICA language training is upon developing speaking 
proficiency. Instruction is provided through attendance at regularly scheduled 
small group classes insofar as possible. Where circumstances preclude regular 
attendance, however, individual tutoring may be provided. Class instruction is 
of two general types: Intensive (full-time) training, which is given in Wash- 
ington and at some posts, and part-time training, given at post. Intensive 
instruction is scheduled on the basis of a minimum of 4 class hours per day, 5 
days per week, and for periods ranging from 2 to 4 months, depending upon 
the difficulty of the language involved—2 months in the case of French and 
Spanish and languages of similar difficulty and 4 months in the case of Arabic 
and comparable hard languages. ICA recognizes that this period of initial in- 
tensive instruction cannot be expected to fully equip a person with the facility 
desirable in a language-essential position. It does, nonetheless, establish a 
foundation of sufficient breadth and depth to enable the employee to increase 
his proficiency effectively through practice and continued study at post on a less 
intensive basis. It is planned to extend this initial period of intensive language 
instruction beyond present minimums as rapidly as program needs permit. 
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Area orientation is coupled with ICA language instruction to the extent 
possible to expedite adjustment to working and living effectively in the respective 
countries of assignment. 

ICA employs several different patterns of language programing tailored to 
particular languages and the circumstances of the several missions. For example, 
for French and Spanish a period of intensive training prior to arrival at post 
is required for employees being assigned to language-essential positions. In 
addition, intensive training for follow-up purposes and part-time training will be 
conducted at post. For Arabic, it is planned to give the initial intensive train- 
ing as well as part-time instruction at post as soon as the necessary facilities can 
be established. Meantime, intensive training will be given to all employees being 
assigned to language-essential positions, prior to arrival at post. For hard 
languages of relatively narrow application in the mutual security program, such 
as Amharie and Serbo-Croatian, part-time training will be provided at post, with 
intensive training at post planned as a longer range objective. For especially 
difficult languages whose usefulness is confined to a single country or area within 
a country, such as Thai, Korean, and the various Indian languages, no intensive 
language training is planned for the time being except in a few selected. eases. 
Part-time training will be provided at post. 

During the period July 1, 1958-February 28, 1959, intensive prearrival lan- 
guage training was given to 120 ICA employees and dependents and more than 
800 were enrolled in overseas classes. 


ICA ORIENTATION 


How effectively a person performs in any new position depends in large 
measure upon how well he understands what is to be done and the total environ- 
ment in which the activity takes place. Orientation as a planned and systematie 
activity of the organization aims toward facilitating and expediting this essen- 
tial learning and adjustment process. 

Adequate orientation assumes special significance in the ICA program. The 
new employee typically is going into a type of work completely new to him. 
He has to learn how to advise rather than do. He has to appreciate the neces- 
sity for adapting his expertise to existing conditions rather than simply trans- 
planting advanced techniques to a less developed economy. He has to under- 
stand the overall objectives of the program and the organization and how his 
particular activity fits into and contributes to furthering them. And, most im- 
portantly, he and his family must learn how to live and work effectively as for- 
eigners in a culture frequently much different from their own. Llustratively, 
they must appreciate the fact that things are not wrong simply because they 
are different. 

How long is required to adequately prepare a family for their first oversea 
assignment in ICA is hard to determine. Certainly a longer time than ICA 
practically can devote to it. In any event, prearrival orientation can never meet 
the total need. A culture remains an abstraction until a person is in it and feels 
the contrasts with their accustomed surroundings. 

All ICA employees new to the oversea participation in a fairly compre 
hensive 8-week full-time orientation preparatory to departure for their respec- 
tive missions. Contentwise, this program focuses upon the purpose and objec 
tives of the mutual security program, the organization and methods for 
achieving these objectives, and sensitizing the employee to major cultural, social, 
economic, and political factors in adjustment to a foreign environment. Per- 
haps this latter point could be put more appropriately as stimulating them ta 
be curious about their new environment and suggesting how they can make 
satisfying this curiosity a positive factor in achieving job effectiveness and per- 
sonal family satisfaction. 

This predeparture orientation is extended and particularized to the respective 
country by systematic programs conducted in each mission. These programs 
stress assistance in rapid adjustment, learning to appreciate the customs, cul- 
ture and history and learning how to work effectively in the country. 
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Mr. Jouansen. In connection with that same paragraph of your 
statement, Mr. Holcombe, you state : 
As a result, in April 1957, the Armed Forces Policy Council concurred in the 


establishment of an ad hoc group to consider the establishment of an orientation 
and training course for military assistance— 


and so forth. 


Accordingly, an interservice committee was formed, headed by a Deputy 
Assistant Secretary of Defense. 

Who was that Deputy Assistant Secretary of Defense ? 

Mr. Hoxcomspe. Mr. John N. Irwin [I], then deputy to Mr. Mans- 
field Sprague who was the Assistant Secretary of Defense for Inter- 
national Security Affairs. Mr. Irwin has since succeeded Mr. Sprague, 
and is now the Assistant Secretary of Defense for International Se- 
curity Affairs. 

Mr. JoHANSEN. Continue, then, with your statement. 

Mr. Hotcomss. In June 1957, the Armed Forces Policy Council 
reviewed the ad hoc group report which recommended establishment 
of a training course for MAAG officers. They endorsed the broad 
concept and requested the Assistant Secretary of Defense (ISA) to 
conduct further study to be followed with recommendations on estab- 
lishment, control, policy, and administration of the course. 

Late in 1957 the report with respect to trainng MAAG personnel 
was approved by the Secretary of Defense with the comment that 
establishment of such a school provides “a significant and practical 
means of making more effective use of U.S. talent overseas.” The As- 
sistant Secretary of Defense (ISA) was requested to take immediate 
— to establish the course in accordance with the basic report. 

iscussions with Dr. Hoskins and staff of the Foreign Service In- 
stitute resulted in the conclusion that the DOD MAAG training re- 
quirements went beyond the scope and capability of the Foreign 
Service Institute. Upon request to submit a formal proposal on the 
subjects which they could teach, they offered to provide 2 weeks’ in- 
struction each month, on the basis of 1,200 students per year, for a 
minimum guaranteed amount of $120,000 per annum. The Foreign 
Service Institute further advised that they could not tailor their 
instruction to fit Department of Defense requirements. Thus, from a 
standpoint of economy and effectiveness, it was decided that all instruc- 
tion should be conducted under the direction of one agency. 

After considerable interservice study of the problem, a recommenda- 
tion that the school be operated on a contract basis by an educational 
organization was approved by the ASD (ISA). 

In order to have a basis for contracting, it was necessary to pre- 
are a relatively detailed requirement for operating the school and a 
asic curriculum. Due to the nature of the school, it is essential that 

gee qualifications of the Director be passed upon by the 

OD. 

In order to save expense and duplication of effort, it was desired 
that a consultant should be employed to do the preparatory work who 
would also be suitable to the DOD as a Director in case the contrac- 
tor decided to hire him, though without any commitment or obligation 
on the part of the contractor to select such an individual. Nomina- 
tions from all military departments and other sources were carefully 
screened. 
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In January of 1958, Henry C. Newton, a retired brigadier general, 
with a distinguished record in setting up and administering military 
schools and with knowledge of specialized military duty abroad, was 
employed and directed to prepare a proposal and information suitable 
for development of bids. 

Mr. Davis. Who employed General Newton, Mr. Holcombe ? 

Mr. Hotcomse. The Office of the Secretary of Defense employed 
General Newton, Mr. Chairman. 

Mr. Davis. Who in particular? 

Mr. Hotcomse. Mr. Irwin approved and recommended through 
normal personnel channels the employment of General Newton after 
interviewing him and after receiving a report from Lt. Gen. Clovis 
Byers and myself as to the interviews of other principal candidates. 

Mr. Davis. I want you at some time to tell us who the other prin- 
cipal candidates were. 

Mr. Gross. Mr. Chairman, before you leave that, let me ask this. 

Is General Newton the consultant to whom you refer in the preced- 
ing paragraph ? 

Mr. Houcomse. That is correct. 

Mr. Gross. And what was his pay at that time? 

Mr. Hotcomse. The standard $50 per diem. 

Mr. Gross. He was employed as a consultant ? 

Mr. Hoxtcomps. Yes, sir. 

Mr. Gross. Thank you, sir. 

Mr. Davis. Can you give us the names of the other candidates who 
were screened ? 

Mr. Hotcompe. I cannot give you a comprehensive list. I can re- 
member some of them. I think it would be better if I furnished the 
complete list for the record, Mr. Chairman. 

Mr. Davis. Very well. 

(The information follows:) 

With reference to selection of a consultant to assist within the Office of the 
Secretary of Defense concerning the establishment of the orientation and train- 
ing course directed by the Secretary of Defense, the three military departments 
were queried for nominees by the Assistant Secretary of Defense (ISA). All 
other sources within OASD (ISA) were requested to inquire concerning the 
possible candidates and the Department of Labor was requested to provide 


any and all names concerning individuals who would be valuable in this program. 
Retired candidates were as follows: 


Department of the Army: 


Maj. Gen. John C. McDonald Brig. Gen. A. L. Moore 

Maj. Gen. George B. Barth Brig. Gen. C. J. Mara 

Maj. Gen. Whitfield P. Shepard Maj. Gen. Norris B. Harbold 

Brig. Gen. Henry C. Newton Brig. Gen. Clinton W. Davis 

Maj. Gen. George Smythe Brig. Gen. James B. Barwell 
Department of the Air Force: Department of the Navy: 

Maj. Gen. Robert K. Taylor Rear Adm. Thomas G. W. Settle 

Maj. Gen, James Spry Other sources : 

Lt. Gen. David M. Slater Maj. Gen. George Hammond 

Brig. Gen. Franklin Rose Maj. Gen. Cornelius E. Ryan 

Brig. Gen. C. K. Rich Brig. Gen, Charles H. Royce 


Background and availability of all available individuals was screened with 
the result that Brig. Gen. Henry C. Newton (Ret.), was selected as consultant. 
Mr. Hotcompe. Meanwhile, the Office of the Secretary of Defense 
had obtained from the Department of the Army and the Department 
of the Navy lists of qualified bidders. Six educational institutions 
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and three research agencies were found to have the general qualifica- 
tions required, and were invited to submit bids. 

Of the organizations approached, formal bids were received from 
the American University, University of Pittsburgh, Harbridge House, 
and American Institute for Research. The other institutions which 
had been offered the opportunity to bid indicated that they were not 
prepared to take on such a project. 

After careful analysis of the four proposals, the Department of 
the Army recommended that the contract be negotiated with the 
American Institute for Research. 

Mr, Davis. How many other institutions were considered or offered 
the opportunity to bid who indicated they were not prepared to 
handle it? 

Mr. Hotcomser. The total here of the nine I mentioned were offered 
the opportunity to bid. Formal bids were received from four. So 
the balance would be the difference that either did not bid or indicated 
they did not have the capability to handle it. 

Mr. Davis. Who were they ? 

Mr. Hotcomsr. They were Catholic University, George Washington 
University, Georgetown University, Johns Hopkins University, “and 
the Overseas Training Institute. 

Mr. Dutsxt. Mr. Chairman, could I ask a question ? 

On the staff of the American Institute for Research, how many men 
were retired from the services ? 

Mr. Hotcompse. As far as I know, there were none on the staff of 
the institution before they took on this contract. 

In order to get the specialized talents and experience necessary, 
there were 14 ex-military personnel employed. 

Mr. Dusk. After the contract was let. 

Mr. Hotcomse. A1l of those were not retired. 

Mr. Dutsxr. But they were from Army personnel ? 

Mr. Hotcomper. They were people who had military experience; 
not necessarily Army. Some Navy and so forth. 

Mr. JoHansen. Mr. Chairman ? 

Mr. Davis.. Mr. Johansen. 

Mr. Jowansen. Mr. Holcombe, how many members of the staff of 
the Research Institute—that is, who were members of that staff prior 
to this contract—are assigned to the performance of this contract ? 

Mr. Hotcomse. There are a number who provide part-time or spe- 
cialized services. I would not know. I would like to refer that question 
to Dr. Flanagan. 

Dr. FuanaGan. We are not using any of our previously employed 
people on the contract full time. We are using a number of people 
part time. 

Mr. JoHANSEN. How many, Doctor? 

Dr. FuanaGan. This varies from time to time. I would say every 
one of our administrative people gets involved in this. But, for peo- 
ple that do direct assignments relating to this, it is probably about six 
or eight. 

Mr. Jouansen. And how much of their time is devoted to this 
contract ? 

Dr. Franacan. This varies from month to month. It was quite 
extensive in the summer. It is quite small at the present time. 
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Mr. JoHansen. Are these persons who were previously on the staff 
of your organization ? 

Dr. Fuanacan. Yes. 

Mr. JoHANSEN. Are they serving as instructors in this school ? 

Dr. Firanacan. No. 

Mr. JoHANSEN. What is their role? How do they serve? 

Dr. Fuanacan. They serve as a part of the instructional staff in pro- 
viding special cultural background for particular countries, and also 
in providing preparation of course material and other special studies 
of a more research nature. 

Mr. JoHANsSEN. Is it not true that basically your instructional staff 
was created, organized, set up, and hired under this contract after the 
contract ? Basically, the instructional staff had no connection with 
your organization prior to this contract ? 

Dr. FuanacGan. This is correct. 

Mr. JoHANSEN. In other words, your agency is, in effect, primarily 
a broker ? 

Dr. Fuanacan. I do not know whether I would accept the term 
“broker.” But we are a dealer in contraets for services and research 
for any organization that has needs of this type. And we will supply 
personnel ‘and services to conduct research, or services required by 
other organizations. 

Mr. Jonansen. Is it not true that you are, of course, looking ave 
any opportunities for that type of activity in "relation to the Federal 
Government ? 

Dr. Fuanacan. We are looking for opportunities which are in line 
with our objectives and long-range program. We are not looking for 
just opportunities. We are > looking for things which will further the 
basic purpose of improving the utilization of human resources, and 
improving our basic knowledge about human beings and how they 
may be utilized. 

Mr. JouaNnsen. But to that end and in order to promote that objec- 
tive of the institute, which is apart from the particular assignment 
you take on, you do certainly welcome and, in fact, solicit Federal 
projects which will contribute to that end, do you not? 

Dr. Franacan. We certainly do. 

Mr. JoHaANnseN. And that includes your effort to secure a talent. test 
program under the Office of Education ? 

Dr. FuanaGan. This is correct, 

Mr. Jonwansen. That was promoted by your institute? 

Dr. FLranacan. To some degree; yes. 

Mr. Jonansen. In other words, you actually help to sell the Office 
of Education on that program ¢ 

Dr. Fuanacan. I do not think “sell” is quite the word. We have 
submitted a proposal to a very competent advisory committee of dis- 
tinguished experts. 

Mr. JoHANSEN. Was that on invitation of the Office of Education? 

Dr. Franacan. No. 

Mr. JoHansen. Or on your initiative? 

Dr. Fuanacan. They issue only a general invitation to people in 
the profession to submit. proposals. They do not issue any specific 
invitations to specific people. 

39368—59—pt. 1-2 
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Mr. JoHANSEN. Did the Office of Education issue an invitation, gen- 
eral or specific, for a program of pupil testing before you submitted 
your proposal ? 

Dr. Fuianacan. Not that I know of. They have many require- 
ments for work of this general sort listed in the dozen or so things that 
they want to have projects in, but, as for outlining a specific project, 
they do not do that. 

Mr. Jouansen. Could you describe a little more in detail what the 
precise services and functions are that are rendered in connection with 
this military assistance training school program by members of your 
staff who were members of that staff prior to your being awarded this 
contract if you are, as you say, something more than a broker of 
abilities and staff personnel 

Dr. Fuanacan. I have a statement on some of this that might come 
a little later. If you would like to have some of it now, I will give it 
to you. 

Mr. JoHANsEN. If that is in your statement I will reserve until you 
present that. 

Dr. FLanaGan. Suppose you do that, and I will add to that as neces- 
sary. 

Mr. Jonansen. Thank you. 

Mr. Davis. Proceed, then, Mr. Holcombe, please. 

Mr. Hoxcompe. After careful analysis of the four proposals, the 
Department of the Army recommended that the contract be nego- 
tiated with the American Institute for Research. 

In addition to that proposal being the most advantageous from a 
fee and total price factor, other considerations entering into this 
decision were their practical and objective analysis of the problem 
vis-a-vis the more academic approach of the universities. Further, 
this agency was the only one with prior knowledge and experience 
in the operation of the military assistance program and the MAAG’s 
since they had previously accomplished certain classified surveys in 
several critical countries for the Department of Defense. 

Mr. Davis. Is it correct that the State Department was consulted 
with reference to the setting up of this training course? I believe they 
had a school over there in this same building, did they not? Or they 
do have now ? 

Mr. Hotcomse. The Foreign Service Institute of the State Depart- 
ment is there, sir. 

Mr. Davis. Were they consulted about the setting up of this train- 
ing institute ? 

Mr. Hotcomse. Yes, sir; two times and at two levels. First, infor- 
mally in discussion with Dr. Hoskins, the Director, and members of 
his staff, who indicated at that time that they would not even be able 
to consider the very technical and specialized training that was de- 
sired here, but they might be able to help out on some of the more 
general parts, orientation of the area, and so forth. 

Mr. Davis. I have a copy of a letter here written by the Department 
of State to Mr. Irwin, the Deputy Assistant Secretary of Defense, 
dated February 28, in which this statement is made: 


We are prepared to offer this course for participation by MAAG officers. 


They did advise you they were prepared to offer the course? That 
is correct, is it not ? 
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That is in the second paragraph of the letter dated February 28, 
1958. 

Mr. Hoxcomss. The course that they were prepared to offer was the 
result of a request after we had had these informal discussions in which 
they indicated they could not take on the whole course. The request 
asked them what parts of the course they could take on, and they re- 
plied here that they would be prepared to take on a course of 2 weeks’ 
duration provided somebody else provided the classroom facilities and 
provided that a payment of about $120,000 a year was made. 

Mr. Davis. Two weeks out of each month ? 

Mr. Hotcomse. That is correct. This would have been half of the 
course. But actually it would have been less than half of the course 
that we had planned because they were only willing to give their 
standard, set course for Foreign Service personnel, which involved a 
number of things which wer not, of particular interest to the Depart- 
ment of Defense and left out a number of things which were of inter- 
est to the Department of Defense. 

Mr. Davis. What were some of them? 

Mr. Howcomse. There was a great deal more on protocol and in- 
ternal political organization of the country than was necessary or 
available to us within the limited time that we had to teach these peo- 
ple, the 4 weeks’ total. On the other hand, there was not enough on 
the military organization, military background, and so forth. That 
was of importance to our people who were going to be working on the 
military side. 

Mr. Davis. What were some of the requirements in that respect? 

Mr. Hotcomse. The requirements for the internal relationship be- 
tween the three military departments, the order of battle of the coun- 
try, the military assistance program requirements, the particular mis- 
sions and roles of the military in those countries as they affect the type 
of equipment and the type of unit they would need. 

Mr. Davis. Do you have retired people giving that instruction now, 
or does the military give that ? 

Mr. Houcomse. This is provided principally by the retired instruc- 
tors. But, if further detail is required, I would like to refer to Gen- 
eral Newton, as the director of the school, as to the exact subjects that 
are given by each person. 

Mr. Davis. I wanted to get your reasons at this time as to why this 
offer of the State Department Foreign Service Institute was not satis- 
factory. 

You stated also that: 

Further, this agency was the only one with prior knowledge and experience in 
the operation of the military assistance program. 

As I understand from the questions Mr. Johansen has asked you, 
and your answers, there are no people in this organization that bid 
and received the contract that are giving this instruction now. It is 
being given by those who were brought in after the contract was made. 
Is that correct ? 

Mr. Hotcomer. That was the statement; yes, sir. 

Mr. Davis. What prior knowledge and experience had this organi- 
zation had that caused you to think it was the one to have the contract ? 

Mr. Hotcomss. I can tell you generally that the Joint Chiefs of 
Staff had made a contract with the American Institute of Research for 
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a classified study in three countries receiving military assistance with 
a view to determining a balance and a method of balancing country 
capabilities against military requirements. 

Mr. Dayis. You say you sent a force over to three countries? 

Mr, Horcompr. That is correct, and they made a report on what was 
necessary to achieve this kind of a balance. 

Mr, Davis. How long did that trip take 4 

Mr. Hoxicompy. I would like to refer these more detailed questions 
to Dr. Flanagan. f 

Dr. Franacan. This project covered about.a year. I imagine the 
people were over there about 2 or 3 months. 

Mr. Davis. How many were over there? 

Dr. Fuanacan. Three. 

Mr. Davis. Three people? 

Dr. Fuanacan. In three different countries. 

Mr. Davis. Was that the extent then of your prior knowledge and 
experience in the operation of the military assistance program ¢ 

Dr. Franacan. No. As indicated in my statement, we have done a 
very large number of projects for the military which have caused our 
people to be overseas on quite a number of oceasions, and, whereas 
these other projects have not been specifically directed toward MAAG 
or the military assistance program, they have given our personnel a 
familiarity with this program. 

Mr. Gross. Will the gentleman yield for one question at that point? 

Are the three people that went over on the 38-month trip now instrac- 
tors in this institute ? 

Dr. Ftanacan. No, they are not. They are research personnel em- 
ployed primarily on other research projects at this time. 

Mr. Gross. How many allied countries do we have ? 

Mr. Hotcompr. Are you asking how many allied countries we pro- 
vide military assistance to ? 

Mr. Gross. No. How many allied countries are supposed to be op- 
erating in this military assistance program? Is it something 
around 67 ¢ 

Mr. Hoxtcomer. There are something over 60 countries with which 
we have some kind of an alliance and provide some kind of technical 
assistance for. 

Mr. Gross. And you surveyed three and came up with the answers ? 

Mr. Hoxtcomsr. There are about a half dozen countries that take 
well over a third of our total military assistance, Mr. Gross. 

Mr. Gross. That has been shifting, has it not # 

Mr. Hotcomse. Not in the past several years, no, sir. Before Korea 
it was different countries 

Mr. Gross. I mean the emphasis has shifted in recent years, the em- 
phasis on military assistance. 

Mr. Hotcompr. As I say, not substantially since the end of the Ko- 
rean conflict. Before then there was a big shift, yes, sir. 

Mr. Gross. Has there not been a big shift to the Far East since the 
end of the Korean war? 

Mr. Hotcomsr. At the end of the Korean war the Far East became 
the large part, and has been the large part ever since. 


Mr. Gross. I thought you said there had not been a shift since the 
Korean war. 
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Mr. Horcomne. That is correct, since the end of the Korean war, no 
substantial shift except. for the slight new importance of Europe as we 
get into the problem of modernization of NATO. But the Far East 
and these countries that have only a suspended war situation with the 
Communist bloc are our principal problems. The three countries here 
concerned were picked by the Joint Chiefs of Staff as being representa- 
tive of our problem countries in the period we were talking about here, 
which was 1956-57, and which continues to be our problem area. Inci- 
dentally, this is the part of the world where over one-half of our 
MAAG personnel are as of this time. 

Mr. Gross. Mr, Chairman, I do not want to belabor this question— 
it is somewhat extraneous—except that I want the record to show 
clearly that the three so-called experts are in nowise connected with 
this program directly. 

Mr. Davis. When did these three people make this tour which you 
said lasted about 3 months? 

Dr. FranaGan. This was in the fall of 1957 

Mr. Davis. Who were the three people? 

Dr. FLtanagan. These were Dr. Paul Spector, Dr. Richard Gaylord, 
and Dr. William Gorham. These are all members of our Washing- 
ton office staff. 

Mr. Davis. Mr. Johansen, do you have a question ? 

Mr. Jonansen. I think the chairman and Mr. Gross have pretty 
well covered the questions, but I wish the witness could be a little 
more specific. I assume some of this information is still classified, 
but I wish they could be a little more specific as to what these three 
individuals are actively and actually contributing to this present 
school that is so important and vital that it was the basis of the selec- 
tion of this institute for this contract. 

Let me put it his way: 

How much experience in military assistance abroad have the retired 
military personnel, who are the faculty of this school, had prior to 
their assignment to this school ? 

Mr. Hotcompr. Six of them have actually had service in military 
assistance groups, MAAG/’s, which is the basic place we are trying 
to get the education. Most of the rest of them have had experience 
either as attachés or else were in foreign duty and in specialized train- 
ing establishments of this nature that fit them for this duty. 

Mr. Gross. Mr. Chair man, if I may at this point: 

Let us have for the record the names of those presently instructing 
in this military training institute who have had experience, where 
they had the experience, ~ and when they had the experience. Let us 
have that for the record at this point, if I may make that request. 

Mr. Davis. Can you supply that now ? 

Mr. Hotcompr. That has been provided to the staff, and we will be 
glad to supply anything more that is needed for the record. 

(The information follows: ) 


THE MILITARY ASSISTANCE INSTITUTE 


RETIRED PERSON NEL—-STAFF AND FACULTY 


1. Brig. Gen. Henry C. Newton, USAR (retired), director: Officer highly 
experienced in the organization and operation of military schools. This officer 
has served as commandant or assistant commandant of 5 military schools, with 
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over 15 years of experience in the military school system. He has served or 
traveled in north Africa and 17 European countries, and lived in Europe for 
nearly 7 years. He has supervised the training of students in the United States 
from some 37 foreign countries receiving military assistance under the military 
assistance program. 

2. Brig. Gen. Charles H. Royce, USA (retired), director of instruction: Ex- 
perienced in the military school operations and instructor in the U.S. Army 
Command and General Staff College. He has lived in the Near Bast, Germany, 
Japan, and China, and has traveled in 25 countries of Europe, Africa, and Latin 
America. He is an expert on the Near East and has written chapters on israel, 
Egypt, Iraq, Jordan, Saudi Arabia, and Morocco. This latter function was as a 
senior analyst for human relations area files of the American University. 

3. Col. Leo H. Heintz, USAF (retired), director of administration: A U.S. Air 
Force officer, thoroughly experienced in military school administration and all 
problems in connection with the U.S. Air Force operations. As Air Force officer, 
coordinates with instruction and provides liaison with the Air Force. For 4 years 
prior to retirement this officer was on the faculty of the Industrial College of 
the Armed Forces and chief of the military team presenting the National Re- 
sources Conference. One of the areas he researched and presented was the 
mutual security or foreign aid program. 

4. Col. Walter F. Choinski, USAR (retired), coordinator of research: An 
officer of extensive intelligence background, including intimate knowledge of 
all Asian and European countries. Served in North and South Korea and 
traveled in practically all Asiatic countries; served in Thailand for 2 years and 
was military attaché in Poland for 2 years. In North and South Korea he in- 
structed Koreans in intelligence operations. He supervised testing and estab- 
lished the course of instruction for military personnel of the 5th U.S. Army in 
Slavic languages. He organized, wrote the program of instruction, and super- 
vised the Armed Forces Intelligence School for officers of the Thailand armed 
forces. He is an expert in the field of research and document presentation. 

5. Lt. Col. John R. Vitek, Jr., AUS (retired), operations officer: Highly experi- 
enced officer in the programing and scheduling techniques of military school op- 
erations. Served in India, China, Burma, and various European countries. 
Senior armor adviser on the staff of MAAG-chief in Thailand. Thorough knowl- 
edge of all training problems in connection with MAAG problems in Southeast 
Asia. . 

6. Col. Francis E. Gillette, USA (retired), instructor: Served in Korea, China, 
and Japan-Okinawa, the Philippines, and as adviser to Korean Army. Specialis: 
in oriental philosophy, religion, and culture. Has done considerable research 
in Communist activities and penetration throughout Asia. Former instructor at 
Command and General Staff College and professor of military science and tech- 
niques at North Georgia College. Extremely valuable due to his long and valuable 
study of oriental peoples beginning in 1956. 

Lt. E. Burke Inlow, USAR (retired), instructor: Served in India, China- 
Burma theater and extensive travel throughout all Asiatic countries. Bachelor’s 
degree from State College of Washington, master’s degree from University of 
California, and doctorate degree from the Johns Hopkins University. Chinese 
area student, Yale University. Highly qualified in the field of international 
affairs and critical areas. Formerly a member of faculty of politics. Princeton 
University. 

8. Maj. Gen. George W. Smythe, USA (retired), instructor: Served or lived 
in north Africa, Italy, and several European countries, as well as Korea, China, 
Philippines, and many other Asiatic areas. Chief of entire MAAG operations, 
Taiwan, during an extremely critical period. MAAG-Taiwan is one of the largest 
such organizations in the entire military assistance program, and tripled in size 
during the time he was chief of MAAG. He has extensive personal knowledge of 
the Korean, Japanese, Chinese, and Philippine organizations. In view of opera- 
tional requirements, he became thoroughly indoctrinated in Navy and Air Force 
as well as Army activities. 

9. Col. John H. Stodter, USA (retired), instructor: Served in MAAG-Taiwan 
during organizational period. Extensive service in China, Korea, Indochina 
and inner Mongolia. Chief of MAAG military mission to Ecuador, Deputy Di- 
rector of Inter-American Defense Board. Thoroughly familiar with all of Asia 
and considerable experience in Central and South America. 

10. Col. Russell O. Utke, USA (retired), instructor: Served as chief artillery 
adviser, Joint American Military Mission for Aid to Turkey. Responsible for ad- 
vising Turkish Army in connection with all artillery matters. Served in the 
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office of the Inspector General and conducted inspection of MAAG’s in Spain, 
Portugal, Liberia, and England. In addition to service and extensive travel in 11 
European countries also served or traveled in Turkey, Syria, Lebanon, Trans- 
Jordan, and Egypt. 

11. Capt. Robert C. Peden, USN (retired), administrative officer: Master of 
science degree, M.E., University of California. Member, Board of Inspections and 
Survey, conducted inspections and surveys of vessels and determined material 
condition. Supervised preparation of technical reports. Planned, organized, and 
coordinated fleet operation planning. Commanded communications command 


“os Lt. Col. Norman P. Horne, USAR (retired), assistant librarian: (part 
time). Attending at present time (part time) Catholic University post graduate 
masters in library science. Military service in Adjutant General’s Department. 
Personnel record administration. 

Mr. Gross. Let me ask this question then : Has General Newton ever 
been directly connected with the MAAG in a foreign country ? 

Mr. Hotcomse. General Newton has been associated with the MAAG 
training program by being the director of instruction at a school which 
trained a considerable number of our foreign officers under the military 
assistance program. ‘This is one part of the military assistance pro- 
gram. 

He had also had experience in establishing and heading schools of 
this nature both in this country and abroad where we were training 
either U.S. personnel for specialized duty overseas, as in the German 
constabulary, or training foreign personnel, as the United States- 
German labor service units in Germany. 

Mr. Gross. Are you telling me you have these schools or have had 
these schools in foreign countries ? 

Mr. Hotcompe. They were not directly on the military assistance 
program. They were on allied programs and specialized foreign 
programs that had some carryover into this program. 

Mr. Gross. So that, when you used the phrase “in the nature of this 
school,” you put up quite an umbrella, did you not ? 

Mr. Hotcompg. There is, as we have said, nothing like this school 
that existed before. There is nothing else like this duty that existed 
in the military Department of Defense, nothing exactly like it. So we 
had a problem. 

Mr. Gross. And, so, to be responsive, General Newton never has had 
any direct experience with the MAAG school ? 

Mr. Hotcomsr. No one has had any experience with a MAAG school 
because there did not exist a MAAG school before this one. 

Mr. Gross. Therefore, the only so-called experts you have are the 
three people that spent 3 months in three foreign countries. 

Mr. Hoxtcomse. They were not experts in this particular thing be- 
cause they had not themselves worked out a MAAG training course, 
though it is interesting to note that from their specialized study for 
another organization of the Department of Defense, the Joint Chiefs 
of Staff, they came up with substantially the same recommendation and 
the same requirement that I did from my studies and my experience for 
3 years in an entirely different part of the world. 

Mr. JoHANSEN. I think we are confused, Mr. Chairman, on one point. 

My question does not go to whether they had this experience in this 
type of school. My — goes to whether these retired officers now 
on the staff of this school had military assistance program experience 
abroad. 
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Mr. Horcomsr. That was the question I answered earlier, Mr, 
Johansen, that six of them had had direct experience—— 

Mr. Jonansen. And does that include General Newton? 

Mr. Hotcomeg. No, it does not, And that the others had had mili- 
tary attaché or related kinds of experience which were also necessary, 
Military assistance alone had to be combined with the military train- 
ing institute. 

Before I go back to my prepared statement, it seems to me, Mr, 
Chairman, the proof of this pudding is the fact that we got a school 
going in 3 months after the contract was signed. Not only a school 
going but also a system of providing for instruction before they ever 
got to the school in the form of packets for each country, that the school 
has operated effectively and is training people who are recognized 
by our top commanders in the field to be much better trained than the 
people they had before, this after only 6 months of instruction and 
only 9 months after this contract was signed. 

All of these people have to be cleared for security. They have to 
be hired. This is almost a phenomenal record in the institution of a 
school. 

Mr. Davis. One thing we are interested in knowing is why was it 
not possible to set it up within the existing facilities you had, and 
why did you have to go out and contract it “out? 

Mr. Horcomee. Maybe I had better go back to my prepared state- 
ment. 

Mr. Davrs. I want to ask you another question about some other 
things that have not been brought out here yet. 

I believe you stated that General Newton was employed prior to the 
setting up of this school as an adviser ? 

Mr. Horcompr. Asa consultant, sir. 

Mr. Davis. When was he employed asa contultent? ? 

Mr. Hotcompre. In January of 1958; January 13, 1958. 

Mr. Davis. And did Mr. Irwin employ him, or who did? 

Mr. Hotcompr. The Department of Defense employed him. We 
have a personnel office that employs these people, but it was on the 
recommendation and request of Mr. Irwin, who was then the head of 
the policy council and the one who was given the responsibility by 
the Assistant Secretary of Defense. This was done through a memo- 
ranudum to the Director of the Office of Administrative Services, 
OSD, on December 5, 1957, recommending the setting up of the con- 
sultant position. 

Mr. Davis. Did he go on full-time employment at that time? 

Mr. Hotcomer. It was a per diem consultant contract. 

Mr. Davis. I understood that, but did he work every day? 

Mr. Horcomnr. Substantially 5 days a week; yes, sir. 

Mr. Davis. When did General Newton retire? 

Mr. Hortcomer. General Newton, will you answer that? And, if 
T am wrong as to what your persistency of employment was, please 
correct me. 

General Newton. On the last day of July in 1956 T was retired. 
And the time that I was consultant I worked every weekday because 
it was a terrific problem. 

Mr. Davis. Mr. Corbett. 

Mr. Corserr. Mr. Chairman, I would like to get back to the first 
of your last series of questions. 
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If we were to grant that this is a desirable program, and if we are 
to grant that the American Institute of Research 1s doing a good job, 
what was the necessity originally and the continuing necessity of 
such a school? And why was space not available for it somewhere 
else ? 

We used to have about five agencies dealing with cultural relations 
over in Paris. I think, after numerous complaints, they cut it to 
four. 

You have all this briefing everywhere anyone goes, so that it seems 
to me everywhere along the line someone is getting approximately the 
same sort of attention. 

Regardless of the merits of individuals and so forth, just why 
did something like this have to be created new and out of personnel 
not presently employed ¢ 

Mr. Hotcomsr. The need for the creation of the school I have 
tried to indicate in my original statement so far. 

I found,.and the,General Accounting Office has found, that the 
great defect in our military assistance program was the lack of the 
eapability in our, field installations to follow out what are essentially 
rather specialized and complicated programing procedures, criteria, 
investigations, reviews and so forth. 

Mr. Corsetr. But is it not true that there are a lot of other agencies, 
groups or individuals or somebody trying to improve that capability 
apart from this one school project? From the very point of recruit- 
ment of personnel is that not the objective that they find people that 
are capable ? 

Mr, Hotcompr. The recruitment is of military officers. I cover this 
to some extent further on in my prepared statement. But there is 
no other duty like this in the military, and it is a kind of duty for 
which officers are not ordinarily trained. You cannot take somebody 
direct from a battalion command and put him out to advising the 
chief of the army of a certain country about what he needs, and 
advising us about what should be programed through that country, 
because there are so many problems of manpower capability, of finan- 
cial capability, of the limited mission that may be inherent in that 
country that does not require full U.S.-type equipment, that is not 
part of our normal military background. 

We have toselect people for their military competence. They must 
have that, too. And we assume in this school that we have that, and 
they do generally. Weare getting good officers. But they donot have 
this specialized training as is shown by the fact, which you have seen 
in the newspapers, that when we get a report from the General Ac- 
ees. Office it says in almost. every case that the missions are not 
being ‘able to carry out the guidance which has been provided from 
Washington, that there is overprograming, underutilization, there 
is insufficient long-range planning, insufficient consideration of 
a 

r. Corserr. Since almost from the birth of this committee, 
through the armed services particularly, we have found a constant 
history of duplication, triplication, and so on. This committee is not 
necessarily hostile. If this is a good, sound program we are all glad 
to know it. If it is not, if it is unnecessary duplication and expense, 
that is what we want to know. 


39368—59—pt. 1— —4 








22 ADMINISTRATIVE AND MANAGEMENT SERVICES 


Later on then, if you get to the question again of space, we would 
like to know about that, too. 

Mr. Hotcomse. I cover that generally, too, Mr. Corbett. 

Mr. JoHansen. Mr. Chairman ? 

Mr. Davis. Mr. Johansen. 

Mr. JoHAnseEN. I confess to reading ahead in the prepared state- 
ment, but, because the point has come up, I would like to just refer to 
the statement that you make a little later, to the effect that the principal 
source of qualified personnel for a program of this type is retired 
officers who have recent qualifying duty : 

Such personnel are not readily available for Government employment, but can 
be employed by the private contractors. 

When you say such personnel are not readily available for Govern- 
ment employment, what you mean, of course, is that they cannot be 
employed by the ‘Government and continue to draw their pensions, 
Is that not true? 

Mr. Hotcomse. There are various reasons why they are not readily 
employed by the Government. 

I am not a personnel expert. All I know is that we cannot get them. 

Mr. Davis. Will the gentleman yield for a question at that point? 

Mr. JoHANSEN. Yes. 

Mr. Davis. I would like to know this. At the time of this employ- 
ment as a consultant was General Newton drawing his eremnaes pay 
and this $50 a day, or did he give up his retirement pay ? 

General Newton. Mr. Davis, I am retired under a special act be- 
cause I had less than 20 years’ military service. I am a Reserve 
officer retired under the title of the act which permits me to accept 
payment from the Federal Government. ; 

Mr. Davis. And you were then drawing your retirement pay and 
drawing this consultant’s fee ? 

General Newton. Yes, sir. 

Mr. Davis. Would it have been possible to bring you back into active 
service and let you perform these duties? 

General Newron. I was overage and I was retired for age. 

I do not know the Jaw as to whether or not that could be done. 
There is a gentleman here from Manpower who could possibly tell 
you that. 

Mr. Hotcomsr. Mr. Chairman, Mr. Gus Lee, of our Office of the 
Assistant Secretary of Defense for Manpower and Personnel, can be 
helpful on these general policy questions. 

Mr. Davis. I would like to have an answer to that, Mr. Lee. 

Mr. Ler. I do not know enough of the details to know whether 
General Newton could have been ordered back on active duty. 

Mr. Davis. Was there not a General Fox in the same office who was 
ordered back to active duty ? 

Mr. Ler. I donot know, sir. 

Mr. Davis. Do you know, Mr. Holcombe ? 

Mr. Hotcomsr. Lt. Gen. Alonzo Fox was retired from duty with 
the Office of Assistant Secretary of Defense, International Security 
Affairs. He was thereafter made a special assistant to the Secretary 
of Defense in a specialized area, namely, disarmament, and worked 
directly for the Secretary of Defense’s own office. 

Mr. Davis. Was he ordered back from retirement to active duty ? 
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Mr. Hotcomse. I am not sure in what position he came back because 
he was always in civilian clothes when I saw him. 

Mr. Davis. Can anybody here this morning answer that? 

Mr. Hotcomse. But I believe he was-ordered back to active duty. 

Mr. Corserr. Will the gentleman yield fora moment? The witness 
may have confused me, and that is why I interrupted you. 

| thought the witness said, in response to the question why it was 
necessary to go outside of the services for these teachers and instruc- 
tors, that the officers and the military were just not trained along that 
line. 

If that is true and if that is what the gentleman said, how does the 
act of retirement suddenly make them extraordinarily good teachers in 
this field ¢ 

Mr. Hotcompr. Mr. Chairman, I think I could cover these things 
in a little more logical order if I could continue my statement. I 
get to that right on the next page. 

Mr. JoHaNnseN. Mr. Chairman, before we go on with that, I want 
to get the answer to some questions. 

[ want to know whether, as a general thing under the law, it is 
impossible for retired military personnel to accept Government pay 
and still draw their retirement. We want a “yes” or “no” answer. 

Mr. Ler. Let me talk a little bit about the two major laws. 

One is the dual compensation statute of 1932, as amended. Under 
this law, officers who are eligible for employment as civil servants, 
retired officers, are not entitled to a combined income in excess of 
$10,000. If their combined income is in excess, they must elect either 
their civil-service pay or their retirement pay, if they are eligible. 

Mr. Davis. Are you talking about classified civil-service duty ? 

Mr. Leg. Yes, sir. 

Mr. Davis. General Newton is not functioning under that, is he? 

Mr. Ler. Well, this would not necessarily be limited to classified. 
It would be any direct-hire employment. 

[ think I gave you the wrong answer. 

Not just the classified but any employment by direct hire of the 
Federal Government. 

Now, as an employee of the contractor, General Newton would not 
come under the terms of this dual-compensation act. 

Mr. JoHANSEN. I am well aware of that point, but the point I am 
trying to lead up to is, Mr. Lee, to determine for the record, clearly 
and categorically, whether the retired military personnel who are on 
the payroll of the contractor would have been permitted to be on the 
payroll of the Government for this duty and still draw their retire- 
ment, 

Mr. Lee. I think this next statute, which is the dual employment 
statute of 1894, is the governing law in that case. 

Under this law, retired officers, except those retired due to disabil- 
ity incurred in the line of duty, may not hold an office if their re- 
tired pay is in excess of $2,500. 

These officers, those retired due to disability, cannot waive their re- 
tired pay to accept a civil-service position. 

These are the exceptions that our legal people gave us to this gen- 
eral rule: 

Temporary employment, consultants on a fee basis. There are 
certain individuals specifically exempted by Congress, and there are 
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certain specific statutes which exempt some employees of various 
agencies. ; 

So there are some exceptions to these general rules, and I do not 
have the whole legal history of the act here. But, in general under 
the dual employment law, unless you have retired for disability you 
cannot be employed on a direct-hire basis by the Government unless 
your combined salary is under the dual compensation limitation 


setup. 

Me JoHANSEN. And would it not be the witness’ general under- 
standing that the purpose of that legislation was to avoid the Ameri- 
can taxpayers having to pay a man for service to the Government 
and at the same time pay him for being on retirement? Was it not 
basically the purpose of that legislation to avoid that sort of thing? 

Mr. Ler. I am not really familiar with the legislative history be- 
cause it is an old statute going back to 1894. But it has been held re- 
peatedly, as you no doubt know, that an employee of a contractor is 
not subject to the dual compensation restriction. That is well-estab- 
lished legal doctrine. 

Mr. Jouansen. Of course, that is well established. But the point 
remains that the American taxpayer under this device—and I am not 
speaking disparagingly of men who have given splendid careers to 
the military service, but the fact does remain that under this contract 
device, whether that was the intent or not, the consequence is that 
you are paying full pension and still paying a substantial salary, so 
that under the device, however legal it is technically, the fact is that 
the taxpayer is going to get it in the neck both ways, by the continu- 
ation of the payment of retirement and by the payment of the fee, 
which brings the total income in some instance, I am sure, substantially 
above the active duty pay of the officer. 

Mr. Ler. It is a fact he does not lose his retirement. 

Mr. JoHansen. The concern I have on this matter is not to em- 
barrass or to criticize any of these officers, but to raise the question, 
which I think the American taxpayers have a legitimate interest in, 
as to whether it is not possible by such a device as calling these men 
back to active service to avoid at least this extra burden of expense. 

Mr. Davis. Mr. Lee, I believe you just read us excerpts from one 
of those acts of Congress, that temporary employees, consultants, and 
some other category. 

Could you draw retirement and still be paid in addition to it? 

Mr. Ler. Yes, sir. 

Mr. Davis. In this particular case, General Newton’s case, it was 
permissible then under that law to pay his retirement, which I believe 
was about $6,027 a year, and pay him at the rate of $50 a day, which, 
in a 5-day week, would run up to the rate of $13,000 a year. And 
he was qualified to draw pay from both those sources? 

Mr. Leg. Yes, sir. 

Mr. Davis. I asked a question that I do not think anybody has 
answered. 

Why could he not have been ordered back to active duty ? 

Mr. Ler. I do not know the answer to that at the moment, Mr. 
Chairman. We will haveto get that for the record. It would depend 
on the nature of his retirement, his age, and certain other matters. 

Mr. Davis. Also I would like to know why these other retired 
officers, about 14 of them, who are now employed by this Military 
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oa Assistance Institute, drawing salaries plus retired pay, could, not 

ot have been brought back to active duty. 

i Mr. Lex. On ‘each of these individual cases and the various circum, 

a stances and the various laws that pertain to them we would have to 

Sg go into them. 

a As.a general rule, for mandatory retirement for age, under the 
Ofticer Personnel Act, as a, general rule they are not brought back to 

a active duty. But there are exceptions and there have been exceptions, 

7 Just what the law is on it and how these individual men would fit 

t into it I do not know, and we would have to get that information for 
you. 

; " Mr. Davis. I think it is an administrative matter myself. . If it is 


- | not I would like to know about it, 
| Mr. Ler. Very well. 
(The information requested follows ;) 


\ j The President may order any retired member of the Regular Establishment 
to active duty. 

The service policies on the recall of officers to active duty all provide that no 
officer will be retained involuntarily beyond the date of retirement eligibility 
except under conditions of declared emergency or mobilization. The impact on 
morale and the personal problems whieh involuntary recall in peacetime would 
entail are evident, 

With reference to the recall to active duty of an officer with his consent, 
retired officers in the grades of major and above so brought to active duty, and 

t paid under the military personnel appropriation, are included under the Officers 

i Grade Limitation Act and: are accountable against the authorized strength of 

} the officer corps. Thus, such officers are, in effect, provided from the active forces 
since the services must count them against their authorization. For example, 
in the case under consideration, the recall of any retired general officers under 
these conditions would have resulted in the Army losing the services of a com- 
parable number of general officers in higher priority positions. Since the serv- 
ices’ requirements for general flag officers currently exceed their authorizations 
under the Officers Grade Limitation, Act, one,effect of such action can be seen. 
Other effects during peacetime relate to promotion opportunities, morale, austere 
| personnel authorizations, and officer procurement. 

There are presently retired officers on active duty for whose pay the military 
personnel appropriation is reimbursed by other, Federal agencies., The retired 
officers occupying these so-called reimburseable positions are not counted against 
the authorization of officer corps. At the present time the Selective Service Sys- 
tem, the Battle Monuments Commission, and the’ civil functions of the Corps 
of Engineers have retired officers serving on a reimbursable basis. 


Mr. Gross. Mr. Lee, do you mean to tell’ me you had no one in the 
Pentagon, with secretaries and assistant secretaries and deputy secre- 
taries falling all over themselves over there—One subcommittee of 
; Congress only .a year or two ago said they had sé many over there 
there was no clear line of authority. 

Do you mean to tell me you did not have anyone in the Defense 
Department, in uniform or a civilian, who could set up this school, 
that you had to go out and hire General Newton as a consultant at 
; $50 a day, that you had no one over there who could set this thing ‘up ? 

Mr. Ler., Mr. Gross, I have not testified that there was no one over 
there who could not set it up. 
Mr. Gross. Perhaps I should have addressed the question to Mr: 
Holcombe. 
You heard the question, Mr, Holcombe? 
Mr. Hotcomse. Yes. 
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My earlier testimony was, Mr. Gross, that we asked the Army, the 
Navy, and the Air Force, as well as the Foreign Service Institute if 
they would take on the job of setting up this school. We were in- 
formed by each of them that they did not have the capability to do it. 

As I indicated a little later on in my testimony, the policy of the 
Secretary of Defense’s Office is not to get into operational duties 
such as running this school, and, therefore, whether the Office of the 
Secretary of Defense had someone who was capable of doing it or 
not was not specifically considered. ; 

But, in my certain knowledge, sir—and I have been in and around 
that program now for 10 years—there was no one available in the 
Secretary of Defense’s Office to do it. 

Mr. Gross. What is the mission of the military in peacetime, Mr. 
Holcombe ? 

Mr. Hoxcomse. The mission of the military in peacetime is to 
maintain readiness by deployment, training research, and in various 
other things. 

Mr. Gross. The mission of the military in peacetime is training, 
is it not? 

Mr. Hotcomse. One of the missions; yes, sir. 

Mr. Gross. And, yet, you farmed out this school. You had no one 
over er capable of setting-up this school within your own Depart- 
ment 

Mr. Hotcomse. This is not military training, sir. 

Mr. Gross. You had to go out and hire consultants to pave the 
way for the establishment of this school; you had no one in the De 
fense Department, in uniform or a civilian, who could set up this 
school. 

Mr. Hotcomse. No one who was available to set it up ; no, sir. 

Mr. Gross. I am sorry to have that admission. 

Mr. JoHANsEN. Mr. Chairman ? 

Mr. Davis. Mr. Johansen. 

Mr. Jouansen. I have become familiar with the fact that usually 
at these hearings the crucial answer to the crucial question has to be 
supplied subsequently for the record. I would like to have supplied 
for the record the answer to the question as to whether anybody, in 
setting up this peogieee or planning it, gave any consideration what- 
ever to the possibility of calling back to active duty the retired military 
personnel subsequently used under contract to staff this school. I 
would like to have for the record whether anybody considered that, 
who they were that considered it, and on what considerations they 
did not pursue the matter at least to the point that we could have 
the answers to those questions here today. 

Dr. Flanagan, by his own testimony, acknowledges that his organi- 
zation is on the prowl and on the make to get projects to be financed 
by taxpayers’ money. I think it is time that the Government agencies 
take notice of that fact and do something to safeguard the interests 
of the taxpayer. This is one way in which it could at least have been 
explored. 

Mr. Atrorp. Mr. Chairman, could I ask a question ? 
I am sure this is repetitious, but I want to be sure we are clear on 
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Is the real reason the Defense Department went outside of their 
Department because they did not have individual or officer personnel 
with the qualifications to set up this school ? 

Mr. Hotcomsz. The immediate reason, Mr. Alford, is that the De- 
partments of the Army, Navy, and Air Force, and the Foreign Serv- 
ice Institute, which were the only four people who could run the sort 
of school for us, said they did not have the capability of doing it. 

On the basis of that finding plus a further consideration, the inter- 
service committee headed by the Deputy Assistant Secretary of De- 
fense determined that the only practical solution to the problems was 
a contract. 

Mr. Aurorp. Did you say earlier that the contract was awarded to 
Dr. Flanagan’s institute because of the three individuals involved? 

Mr. Hotcomee. No, sir. What I said was that their bid was con- 
sidered to be the most suitable of the four bids received, first, because 
of their concept, and each of the bidders was allowed to come up 
with a concept on how they would operate the school. Theirs was 
the most practical and offered the best chance for success and early 
success, because we were being told by the General Accounting Office 
that day by day we were losing more money than this school costs to 
operate in a year; second, because their costs were relatively low; 
and, third, because they showed the geeral capability to get the kind of 
a school going, which you have to do before you can operate it. They 
had educational specialists, and they were the only ones who had this 
unique capability of having had people on the ground investigating 
this very problem that the school was to be set up for. 

Mr. Aurorp. Do I understand this correctly, Mr. Chairman? The 
school is training military personnel who will serve overseas in the 
MAAG program ¢ 

Mr. Horcomse. That is correct. 

Mr. Aurorp. And, Dr. Flanagan, your three specialists are psycholo- 
gists? 

Dr. Franacan. Yes. All three of them are psychologists. 

We do not have all psychologists on our staff. We have some people 
from education, and so forth, but these are psychologists. 

Mr. Axtrorp. And the men that were sent to three different coun- 
tries for 3 months were psychologists ? 

Dr. FuanaGan. They are research psychologists. 

Mr. AxForp. What were the qualifications they had that would 
more properly train military officers or personnel for the MAAG 
program ? 

Dr. Fuanacan. It was never intended that they would devote a 
large portion of their time to training these personnel. It was only 
that they were to assist the staff as recruited. 

You see, we had no staff to do the training. The staff had to be 
recruited. But we did have these three men on our staff who were 
very familiar with this problem and who could assist, especially 
in the summer when the development was going on, with the plan- 
ning and preparation of materials for the school. 

hey have tended to phase out of this more and more until they 
spend only a small amount of time with each class on certain cultural 
aspects at the present time. 
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But I would say that the capability there—and this, is only one of 
the three or four reasons for: the selection, of our organization—the 
capability was that here was .an organization that. understood this 
problem. In fact, we had made an independent statement. to'the De- 
partment of Defense that something along this line should be done 
before we knew that they were setting up a training school. 

Mr. Atrorp. Who made that statement? 

Dr. Fnanacan. This was made in a proposal; submitted to the 
Office of the Secretary of Defense’ in, I believe, the spring——it is in 
this statement. I do not have the exact date here. 

Mr. Davis. Do you havea copy of that proposal ? 

Dr. Fnanacan. We do not have one with us at the moment.’ There 
are copies available that we could submit to the committee. 

Mr. Atrorp: Did you give the date of it ? 

Dr, Fuanaaan. I can give the date of it. 

The proposal was submitted on January 10, 1958. This was after 
some preliminary consideration with people over there. 

Mr. Davis. With what people? 

Dr. Fuanacan. With people in the Department of Defense. 

Mr. Davis. Who were they ? 

Dr. Franacan. People in the ISA office. 

Mr. Davis. Do you know their names? 

Dr, Franwacan. T was not the one that made the contact. But I 
believe Colonel Kaiser was one of the people that were talked to. 

Mr. Davis. Colonel Kaiser ? 

Dr. Fianacan. Colonel Kaiser right here, This was by Dr. Paul 
Spector of our staff. 

Mr. Gross. If the gentleman from Arkansas will yield. 

It is my understanding from a previous statement made by Mr. 
Holcombe that these three experts were overseas to evaluate, among 
other things, battle plans in foreign countries. 

Dr. Fuanacan. No, sir. 

Mr. Gross: Who made that statement ? 

Mr. Hotcomer. I think I made that statement in resporise to a 
question from the chairman about what it was that our people did 
that was different from the normal military operation; Ent not in 
connection with these three people. 

Mr. Gross.. What’ was their mission ? 

Mr. Horcomsr. Their mission was to equate country capability. 

I will ask Dr. Flanagan to correct me if T am wrong, because I am 
talking now thirdhand about,.a contract that was made for another 
part of the Department of Defense. 

To equate the country capability to support forces that were said by 
the military people to be militarily required. 
ie Gross. And psychologists are, actually fitted. for that; are 
they ‘ 

I ask that question because this cost;plus contract of Dr, Flanagan 
seemed to be predicated at least to, a substantial extent upon. the 
employment of these three persons. who were sent overseas., Now it 
develops they were all psychologists that Were sent over, to these 
foreign countries. 

I ask the question if the fact that they were psychologists in 
some way peculiarly fitted them for this job of evaluation in a foreign 
country ? 
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Dr. FuanaGan. I would say yes. The group that employed us on a 
subcontract basis to do this classified project said that we were best 
qualified and perhaps the only qualified group in the country to do this 
particular projects which had to do with manpower and training in 
these countries. 

Our experience is not in hardware, and that general type of thing, 
but for the manpower and training problems which were the mission of 
this particular project. Our people were considered to be peculiarly 
qualified, and I think we cannot go much further than that, because 
this was a top secret project. 

Mr. Gross. I have just one other question. 

Mr. Holcombe, the Army has a whole corps of psychologists, does 
it not, the Army Medical Corps? 

Mr. Horcomps. They do have psychologists; yes. 

Mr. Gross. Why did you not use the psye hologists who were already 
on the payolls if psychologists were peculiarly ‘fitted for a job of this 
kind ¢ 

Mr. Hotcomse. Do you mean to set up the school ? 

Mr. Gross. No; for this so-called survey. 

Mr. Hotcomsr. The evaluation survey was done, as I say, before 
I came into this picture, by an entirely different part of the Depart- 
ment of Defense. It was a highly classified part done for the Joint 
Chiefs of Staff, and I would have to ask the Joint Chiefs of Staff why 
they selected this firm for that. 

Mr. Gross. Would you give us some explanation for the record as 
to why the Army did not employ its own psychologists for this pur- 
pose ¢ ? 

Mr. Hotcomsg. Why the Joint Chiefs of Staff did not ask the Army 
to do it? 

Mr. Gross. Whoever was the sponsor, whether the Joint Chiefs of 
Staff, General Newton, Dr. Flanagan, or who. 

Mr. Hotcomse. We will endeavor to get that information. 

(The information referred to follows :) 

From 1956 to 1958 every consideration was given as to how and by what means 
trainmg for MAAG personnel should be provided. This consideration was 
accomplished by three sessions of the Armed Forces Policy Council as well as 
through thorough study by an ad hoc committee representing the Joint Chiefs 
of Staff, Office of the Secretary of Defense, and the three military departments. 
As pointed out in Mr. Holeombe’s initial presentation, after the decision was 
made to conduct the orientation and training course through contract, indi- 
viduals were interviewed for employment. In other words, the school was not 
established to fit personalities. Individuals were selected by the contractor in 
order that he would have a competent staff to conduct the orientation and train- 
ing course. 

Those aspects of the question concerning recall to active duty and pertaining 
to policy and procedure on recall to active duty of retired personnel are answered 
at page 25 of this hearing. 

Mr. Corserr. Mr. Chairman, it seems to me any organization 
invited to bid on this contract or to establish their availability is not 
our problem. The problem is why were invitations ever sent out to 
private organizations to do this job. I think that is the thing we 
want to know most, because these contracts, of some nature as ‘this, 
are in almost every agency of the Government. It seems at least wo 
have to be concerned as to whether or not this is just giving the job 
to somebody else a it ought to be done by the agency itself. 
39368— 
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Mr. Atrorp. Mr. Chairman. 

Mr. Davis. Mr. Alford. 

Mr. Axrorp. I would like to ask Dr. Flanagan: Were these three 
psychologists under the employ of the American Institute for Research 
or were they under the employ of the Government? 

Dr. Fuanacan. No; they were employees of the American Institute 
for Research, and still are. 

Mr. Atrorp. At the time they were on this project? 

Dr. Fuanacan. That is right; and before; and still are. 

Mr. Davis. What was the name of this project that sent these three 
psychologists to those three countries ? 

Dr. Fuanacan. I do not recall the name of it and I am not sure 
whether the name was classified, but I think you would have to get 
that information somewhere else. 

Mr. Atrorp. Can you tell us how many of your people were em- 
ployed on the project and what the compensation was ? 

Dr. Fianacan. Probably six or eight people, all together, three 
of whom went overseas. 

Do you mean the total amount of this contract ? 

Mr. Atrorp. The contract; yes. 

Dr. Firanacan. The total amount of the contract was somewhere 
around $75,000. I do not remember exactly. 

Mr. Aurorp. $75,000. Can you furinish that information for the 
record ? 

Dr. FuanaGan. Surely. 

Mr. JoHansen. In that connection and apropos of some remarks I 
made earlier, would you be able to tell us, Dr. Flanagan, about how 
many contracts you have had with the Government during the exist- 
ence of the American Institute for Research ? 

Dr. Fuanacan. The last tabulation that we made of this indicated 
about 120 contracts that we had with the Government. 

Mr. JoHANsEN. Would you be able to give us an approximate total 
amount, dollarwise, involved in those contracts ? 

(The information relating to the Department of Defense follows :) 


Summary of contracts by Department of Defense with American Institute for 
Research, fiscal years 1950 through 1959 


Number Amount ] Number Amount 





By services: | By fiscal years—Con. 
Air Force... 49 | $2, 725, 725.49 1952--- 6 $ 197, 082. 25 
Army. .-..- 11 998, 339. 00 1953. ..- 7 453, 757. 55 
Navy ; : 6 214, 511.00 | 1954. ... | 4 122, 555. 94 
Secretary of Defense 1 | 5, 800. 00 || 1955__. > 847, 139. 16 
| : IP SOR 6 | 277, 031. 10 
Total... 67 | 3,944,375.49 || 1957__- 8| 416, 103.38 
|= = || 1958... | 12 | 723, 026. 53 
By fiscal years: 1 9000... 2 | 372, 931. 00 
1950... 7 | 258, 562. 61 1 eoaertee {eescsnenansenesaeeseane 
1951... 8 | 276, 185. 97 || Total__- 67 | 3, 944, 375. 49 


Dr. Franacan. As in the statement which I will give you later, 
our operating rate was $700,000 last year. Of course, that was not 
all Government. This was partly other organizations. 

Mr. Davis. What percentage was Government and what percent- 
age non-Government ? 

Dr. Franacan. Something around 80 percent Government and 20 
percent non-Government. 
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Mr. Davis. Will you furnish us an accurate answer for the record ? 

Dr. Fuanacan. Yes. 

Mr. Gross. How many of those were cost-plus contracts ? 

Dr. Fuanacan. Most of the contracts we are getting at the present 
time are Government cost-plus contracts. 

Mr. Gross. Cost-plus what ? 

Dr. Fuanacan. Cost-plus a fixed fee. 

Mr. Gross. Of what? 

Dr. Fuanacan. The fixed fee is a fee which in most cases is 6 per- 
cent of total contract costs. 

Mr. Gross. Is that your fee for this training institute, 6 percent? 

Dr. Franacan. That is correct. 

Mr. Jowansen. And that 6 percent applies to the cost of remodel- 
ing the building and the rental of the building, does it not? 

Dr. FuanaGan. No. That was done on a different type of contract. 
This was done on a fixed-price renegotiable contract. So we agreed 
to do it for not to exceed a certain amount, and any fee provided was 
to depend on the effectiveness, ingenuity, efficiency, and holding 
down of the costs in carrying out this project. It was a standard 
contract. 

Mr. JoHansen. My attention was diverted for a moment. The 
witness mentioned 120-odd contracts, and I asked about the dollar 
cost. I did not ~— the witness answer, which was my fault. 

Dr. F LANAGAN. I did not answer that, because I do not have that 
figure. But I would suppose that it probably is a few million dollars 
in the past 12 years. We have been operating for 12 years. 

Mr. Atrorp. Mr. Chairman, could we get the exact figure? 

Mr. Davis. Will you supply the exact figure, Dr. Flanagan ? 

Dr. FLANAGAN. Yes. 

(The information referred to follows :) 

Total funds committed to the American Institute for Research for all 

purposes for the first 12 years of operation, 1947—59_ _____. $6, 281, 000 

Total funds for contracts with Government agencies . during this 


RO NON sss es esc acne aes ~~ 94, 668, 000 
Percentage from Government agencies ‘ 74.2 


The American Institute for Research has had 95 contracts with agencies of 
the Federal Government since 1947. Forty-three of these were cost-plus 
contracts. 

Mr. Davis. Had you finished, Mr. Johansen ? 

Mr. Jonansen. I have here a list of 67 contracts with the Govern- 
ment, with the military services, and the total amount listed thereon— 
this is with the American Institute for Research—the total dollar 
amount is $3,944,375. That is a little over one-half of the number 
that Dr. Flanagan has testified to, and I am very anxious to see the 
total dollar figure on the basis of the larger number. 

May I ask just one other question, Mr. C hairman ? 

This is as to the corporate and financial setup of the American 
Institute for Research, with particular reference to the term “non- 
profit organization.” I would appreciate having the doctor explain 
the corporate and financial setup. 

Dr. Fuanacan. The American Institute for Research is a nonprofit 
corporation incorporated in the Commonwealth of Pennsylvania in 
1946. We are a membership corporation, no stockholders. 





32 ADMINISTRATIVE AND MANAGEMENT SERVICES 


After a suitable period of experience, we submitted a letter to the 
Department of Internal Revenue and received a reply back from the 
Commissioner of Internal Revenue in August 1948, certifying that we 
were, in accordance with their procedures and regulations, a non- 
profit corporation. Annually since that time our auditors, Price 
Waterhouse, have supplied a statement to the Commissioner of In- 
ternal Revenue, stating just to what extent members, officeholders, 
staff, and so on, received compensation, any unusual compensation 
received, if any, of which there has not been any, and the Commis- 
sioner of Internal Revenue reviews this each year to determine 
whether we should be continued as a nonprofit organization. 

There has never been any question by the Commisisoner of Internal 
Revenue as to our status as a nonprofit organization. 

Mr. Davis. Dr. Flanagan, I believe you just received that for the 
rent and the renovation; you did not charge the 6-percent, cost-plus 
fee for that. Did I understand you correctly ? 

Dr. Furanacan. That was a negotiated amount, not a fixed amount. 

Mr. Davis. Did you not say you saved the Government some 
money ? 

Dr. Fuanacan. I did not say that, but we did. 

Mr. Davis. What was this $975,000 What did that cover? 

Dr. Franagan. This excluded the fee. This included rent and all 
of the other things. 

Mr. Davis. Did you not first charge off more than 7 percent to that 
item, and did the Navy not disallow it and finally reduce it down 
to $16,000? 

Dr. Fianacan. No, this is not correct. This was a fixed price 
contract, fixed at $297,000, with the provision that it could overrun 
as high as $327,000. This is a 10 percent overrun that was allow- 
able. 

The provisions of the contract said that the exact compensation 
to the American Institute for Research would be a subject of nego- 
tiations, as would the amount of the fee. 

Mr. Davis. Your cost-plus fee was 6 percent, was it not on the 
contract ? 

Dr. FLanaGan. No; this was not a fee-type contract. 

Mr. Davis. None of it? 

Dr. Fuanacan. This first contract for establishing the school was 
not a fee-type contract. The contract for continuing to run the 
school, to operate the school, is a cost-plus-fixed-fee type of con- 
tract. 

Mr. Davis. But the setup was not? 

Dr. Firanacan. That is right. 

Mr. Davis. So what you charged was more than 6 percent, was it 
not, for that item ? 

Dr. FLanaGan. We estimated that because of the statement in the 
contract that the amount of the fee was determined by our effective- 
ness in doing this, and since General Newton and his staff had worked 
very hard with our staff along the way to make these savings of some 
$20,000 or so to the Government, we thought that it was a reasonable 
procedure under the circumstances. 

Mr. Davis. You finally got down to $274,000? 

Dr. Franacan. That is right. 

Mr. Davis. And for that you got a $16,000 fee ? 
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Dr. Firanaaan. That is right. 

Mr. Davis. That is $440 less than a straight 6 percent cost-plus 
could have been. 

Dr. Fuanacan. That is correct. 

Mr. Davis. What is the other contract, the $222,115? What does 
it cover ? 

Dr. FuanaGan. I am afraid you have a wrong figure there. I don’t 
know what that is. 

Mr. Davis. You have a second contract that runs from September 
1958 to June 30, 1959, for $222,000 and some. 

Dr. Franaaan. That is a wrong amount. 

Mr. Davis. What is the correct amount ? 

Dr. Fuanacan. I am not sure that I know. The amount is around 
$300,000, but I don’t happen to have the exact amount. 

Mr. JoHansen. Mr. Chairman, I think that is $333,110. 

Mr. Davis. Then they put the wrong figure here. 

What is your fee on that? 

Dr. Fuanacan. The fee is 6 percent of the amount, which would 
amount to about $17,723. 

Mr, JouaNseNn. In respect to this corporation, has there been, over 
the history of the corporation, any relationship between the salaries 
which you and the other paid members of your staff receive and the 
total dollar volume of your business that you are doing ? 

Dr, Firanacan. There is no such relationship. We have no incen- 
tive system, bonus system, no system of that sort. The salary of key 
personnel is determined by the board of directors, so that my salary 
and that of the other key people is set by the board of directors. 

Mr. JoHANsEN. Would you object to stating what your salary is? 

Dr. FLaAnaGan. It is not something that we would prefer to give out 
in public hearings. I would be very happy to tell the members of the 
committee what it is for their own information. 

Mr. JoHANSEN. Would you care to say either publicly or otherwise 
whether that salary as set by the board of directors has progressively 
increased as the dollar volume of your contracts has increased ? 

Dr, Fuanacan. Of course it has increased as the dollar volume of 
our contract have increased, but the two have not gone along with 
each other. 

Mr, JoHANSEN. You mean not in exact proportion. 

Dr. Fianaaan. Of course not. 

I would say that both myself and any other member of our organi- 
zation could get a better paying job if we chose to work for a profit 
organization rather than a nonprofit organization at any time. 

Of course, quite a few people have left us at one time or another, 
either to go into the Government or to universities or private indus- 
try, and always at a substantial increase over the salaries they got 
with us. 

Mr. JoHANSEN. Because the question has come up as to the basis of 
the fee, what sort of a basis of compensation has been established with 
relation to the talent survey program of the Office of Education? Has 
that been established as to whether that is a stated percentage or a 
specific amount ? 

Dr. Firanaaan. The talent project is one on which no fee is being 
charged, This is a little different type of project, which is more of 
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a basic research kind of project. The reason for charging a fee is to 
help out your basic research program. This is a basic enough project 
in itself that we do not charge a fee for the talent project. “So no fee 
is being charged on any contract, I believe, related to the talent 
project. 

Mr. Jouansen. Would it be too facetious to say that that happens 
to be a labor of love? 

Dr. Fuanacan. You are more right than you realize. 

Mr. JowansENn. I think I realize how right, and I suggest to the 
witness that this has been a goal and an objective of this organization 
as it has been of certain elements of the Office of Education for years. 
I suggest to the witness that if it had not been for the fortuitous, 
and from their standpoint, fortunate break of sputnik you might not 
have gotten it. 

Was this program ever authorized by the Congress? 

Dr. FLtanaaan. Which program are you talking about ? 

Mr. JoHaANsen. The program of the testing of high school students, 
involving a half million pupils at a projected cost of a million dollars. 

Dr. Franacan. This is one of the projects which is being largely 
but not entirely financed by the cooperative research program of the 
Office of Education, which has been specifically authorized by Con- 
gress. 

Mr. JoHansEN. Certainly the Office of Education has been author- 
ized to engage in research, in survey projects and research projects. 
But as a specific federally financed, federally directed and sponsored 
testing program, that as such has never been approved by the Con- 
gress, ‘has it? Did the Congress not, in the National Defense Educa- 
tion Act, specifically restrict the setting up of those testing programs 
to the States—to be sure—subject to ‘the approval of the Office of 
Education. 

Dr. Fuanacan. Yes. That is a research program, and as such, 
under the cooperative research program. It is not including all of the 
people in any State; it is only a sample. Its main fe: ‘tures include a 
20-year followup of the graduates from this gr oup. 

Mr. Jouansen. Are the educators generally in agreement with this 
program’? Are the State superintendents of public instruction gen- 
erally in agreement with it ? 

Dr. Firanacan. We know of only one State superintendent who is 
publicly on record as not opposed to this program, but worried about 
what the Office of Education might do in the way of a national system 
of examinations. 

The Commissioner on Education recently, before another committee 
of Congress, specifically disavowed any purpose of using this or any 
similar examination as a national examination of using the tests other 
than for these specific research purposes. 

Mr. Davis. We have about reached the time for recess. 

The subcommittee will take a recess until 10 a.m. tomorrow, and 
we will ask all the witnesses to be present. 

(Whereupon, at 12 noon, the subcommittee adjourned, to reconvene 
at 10 a.m., Tuesday, March 24, 1959.) 
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CONTRACTING OUT GOVERNMENT RESPONSIBILITY 
FOR ADMINISTRATIVE AND MANAGEMENT SERVICES 


Part 1.—Military Assistance Institute 


TUESDAY, MARCH 24, 1959 


Houser or REepresENTATIVES, 
SUBCOMMITTEE ON Manpower UTILIZATION 
OF THE COMMITTEE ON Post OFFICE AND CivIL SERVICE, 
Washington, D.C. 

The committee met at 10:10 a.m., in room 215, House Office Build- 
ing, Hon. James C. Davis (chairman of the subcommittee) presiding. 

Mr. Davis. The subcommittee will come to order, please. 

Before we resume hearing testimony from witnesses representin 
the Department of Defense, the American Institute for Research, an 
the Military Assistance Institute, I would like to indicate a few 
points that were brought out yesterday that seem difficult to ration- 
alize. In yesterday’s testimony we were told that training is one of 
the basic missions of the peacetime military, yet the Department of 
Defense with its more than 4 million civilian and military personnel 
were unable with their own resources to work out a program so vital 
to our oversea military operations and basic to their mobilization 
efforts. A psychological research organization had to come up with 
the answer. 

Last year the military departments came to the Congress asking for 
salary increases to improve morale and to make it possible to retain 
high- -quality military people. Yet, we find an outside organization 
can recruit and conduct programs for personal services at an advan- 
tage supposedly over the Department of Defense. 

The Department of Defense indicated it was necessary to spend 
approximately $75,000 with a contractor, the American Institute for 
Research, to send three psychologists overseas to study the MAAG 
program. Yet at the same time we had psychologists on the civilian 
payrolls of the Defense Department much less thousands of qualified 
psychologists who are in uniform. Many of them in the oversea area 
involved. 

Mr. John Holcombe indicated that the military training program 
is a resounding success while shortly thereafter, Dr. Flanagan, who is 
operating the training school, indicated it is too early to properly 
evaluate the effectiveness of the school. 

Based on these paradoxical statements you can see, gentlemen, we 
have several additional questions that should be answered today. 

Now, when we adjourned yesterday we were discussing some of 
the questions relative to the organizations and carrying on of this 
training school over there. 

Mr. Holcombe, in your statement you stated, “On the basis of fa- 
cilities alone the services informally reported as follows,” and then 
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you go on with what the Army says about space, and the Navy, and 
the tie Force. 

Did you ever take up with the General Services Administration 
the matter of furnishing space for this training school ? 

Mr. Hotcomse. We do not deal directly with the General Services 
Administration. We deal, sir, with the Defense Supply Service. We 
took the matter over to the Defense Supply Services and they indi- 
cated to us that they were currently renting space in the Washington 
area for purposes of this sort and they have normal every day-to-day 
contacts with the General Services Administration. They would not 
have been renting space if there had been space available. 

Mr. Davis. So far as you know no one took it up with the General 
Services Administration ? 

Mr. Hotcomse. We have a statement from Mr. Barrett Coffin, the 
Deputy Director, Defense Supply Service, Department of the Army, 
dated March 20, that at that time space was critical and the General 
Services Administration was then in the process of renting space for 
agencies served by them. 

He says: 

In talking with the chief of leasing services I have confirmed that that situa- 
tion existed then and that the situation is no less critical today. 

He— 


that is, the chief of leasing services— 


also informed me that GSA is finding it difficult to find additional space and 
is converting apartment space for urgent demands currently being made. 

Mr. Davis. What was the date of that? 

Mr. Hotcomer. The date of this memorandum from Mr. Barrett 
Coffin, Deputy Director, is March 20,1959. 

Mr. Davis. Well, when you were looking around for space then 
did anyone.take it up with the General Services Administration ? 

If that information is not available we will pass on to something 
else. 

Mr. Hoxtcompr. I think it is covered in the rest of my statement, sir. 
If I might finish the less than two pages remaining in my statement 
I think some of these questions might be answered. 

Mr. Gross. Before you leave that, Mr. Chairman. Did you notice 
in the paper last night the story that $350,000 is to be expended for 
the expansion of the space for the Joint Chiefs of Staff in the 
Pentagon? 

Mr. Horcomss. No, sir; I have not had a chance to read either last 
night’s or this morning’s newspapers. 

Mr. Gross. Accordingly to one of the Washington newspapers, space 
which has been vacated in the Pentagon is now to be turned over to 
the Joint Chiefs of Staff at a renovated cost of $350,000. 

We have been told in this committee that you have reduced person- 
nel in the Washington area by some 12,000 people. What happened 
to that space ? 

Mr. Hotcompe. I happen to know how they got the space for the 
Joint Chiefs of Staff because I was one of the people that was moved 
out to make space for them. We had to move over to the other side 
of the building and in turn some of the Army units including the Na- 
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tional Guard Bureau and some others, I don’t know what, had to move 
entirely out of the building to make space for us. 

T am not an expert on the total space situation in the Department of 
Defense but I do know from personal experience that space in the 
Pentagon is critical; that it has been made more critical by a program 
of tearing down the temporary structures, some of them dating back 
to World War I. That has forced Defense agencies out of space in the 
Washington area which was owned by the Government. 

Some of those have had to move into the Pentagon and other re- 
maining buildings. Some of them had to move into rented space. 

Mr. Gross. Despite the fact that you have allegedly reduced in the 
Washington area by some 12,000 people, as we have been told, the 
space situation becomes steadily more acute. Apparently what hap- 
pens is that when you move people out those who remain simply ex- 
— their offices and that is why you are now over in the Arlington 

owers in one of the top apartment buildings with this organization. 

Mr. Hotcomse. The result of the move was that the people in my 
organization have no more space than they had before, sir. The gen- 
eral situation on the relation of space Department of Defense-wide is 
something that our properties and installations people have to answer. 

Mr. Gross. I don’t want to carry this on but it is inconceivable that 
you could not have found space for this Military Assistance Training 
Institute—whatever it is called—you could not have found space for 
it within the available structures already in existence at Fort McNair, 
Belvoir, or the Pentagon Building. 

That is all, Mr. Chairman. 

Mr. Hotcomer. I have already testified we tried Fort Belvoir and 
Quantico, and all other installations around here. We could have 
gotten space at Belvoir at half a million dollars and waiting about a 
year for renovating of old wartime temporary buildings. Quantico 
replied they would have to have over a million dollars in 2 years for 
new construction. 

Mr. Gross. I recall your statement but with all respect to you I am 
still absolutely unconvinced that you could not have found space in 
the existing structures. 

Mr. Davis. We will proceed with your statement. 

Mr. Hotcomspe. Thank you very much, Mr. Chairman. 

I had arrived at a point in the chronological discussion about the 
Department of the Army and the American Institute of Research. 

After careful study of the four proposals and consideration of all 
factors involved, the Office of the Secretary of Defense approved 
the Department of the Army recommendation and a contract effective 
June 1, 1958, was awarded to the American Institute for Research for 
the establishment and operation of the school. 

On February 18, 1958, the Comptroller General testified before the 
House Committee on Foreign Affairs that— 
the overall administration of the program has now been significantly improved. 


For example, the Department of Defense guidance for developing the fiscal 
year 1959 program is a distinct improvement over that issued in earlier years. 


However, he also stated : 


We believe that the proposed training and orientation courses for officers being 
sent to the U.S. military missions overseas is a very good idea, and one that 
will assist in solving current programing problems. 
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Although it had been estimated that a minimum of 6 months would 
be required from the placing of the contract until the formal opening 
of the school, the Department of Defense directed that every effort 
be made to initiate the course of instruction at the earliest possible 
date. The institute was formally opened and the first class convened 
on September 2, 1958, or approximately 3 months after selection of 
the contractor. 

The institute, with the assistance of key Government MAP per- 
sonnel, has done an excellent job of training officers in their functions. 
With the current class—573—graduates will have been assigned to 
37 countries where we have military assistance. 

Mr. Davis. How many in the current class ? 

Mr. Hotcomse. The current class is class No. 6 and there are 89 
students, sir. 

Mr. Davis. When will they complete their training? 

General Newton. Good Friday, sir. 

Mr. Atrorp. Mr. Chairman, how long do these courses last? 

Mr. Hotcomee. Four weeks. 

General Newton. May I say, there is a packet of material which 
goes to the student 3 months before he comes to the school. He has 
a packet of material for 3 months before he comes for formal study. 

Mr. Hotcomse. Better programing which will result in the more 
efficient use of U.S. funds is already beginning to show up in the 
programing process. MAAG chiefs and the students themselves have 
expressed themselves as finding the results of the school to be well 
worthwhile. 

In addition to the 4 weeks of instruction, the institute has prepared 
a series of packets which are sent out to officers several months before 
they arrive at the MAAG so that they may have the additional bene- 
fits of home study. Though no funds are allowed for this purpose, 
wives of officers are invited to accompany their husbands and attend 
those lectures and other presentations which help to make our 
MAAG personnel and their families better representatives of the 
United States overseas. 

Mr. Davis. Have any of the wives attended ? 

Mr. Hotcompse. Yes, sir. We normally have about 15 to 20 with 
each class. 

What is it currently, General Newton ? 

General Newton. It is running more than that, around 25, 30, 
depending on how many wives are going overseas. 

Mr. Gross. Where are these wives and officers quartered while they 
are here for this training school ? 

Mr. Hotcomer. That is their problem, sir. Like any other officer 
on temporary duty they have to find their own quarters. We pro- 
vide them in advance with certain information about available quarters 
and the Arlington Towers has agreed to furnish or partially furnish 
some of their apartments right there in the same building. Informa- 
tion as to this is made available to the officer in advance of his coming, 
and from then on he makes his own arrangement for whatever quarters 
he wants. 

Mr. Gross. What do you mean by agreed or partially agreed? You 
say they have agreed or partially agreed to make arrangements? 

Mr. Hotcompe. No, sir; I said they have agreed to furnish or 
partially furnish. 
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Mr. Gross. What do you mean by partially furnish or furnish ? 

Mr. Hoxicomsr. I mean in normally an unfurnished apartment 
which they could not hope to rent for an officer who has come here for 
1 month, they have put some more furnishings in and they make a 
deal with him that has nothing to do with the Government or with 
the institute for renting him that apartment. 

Mr. Gross. Let us nail it right down. Then do you or do you not 
reserve apartments ¢ 

Mr. Hotcomse. We do not reserve apartments. 

Mr. Gross. Not apartments as such but reserve a block of apartments 
for these officers and their wives when they come in? 

Mr. Hotcompr. The only thing the Government or the Military 
Institute does is provide billeting information. 

Mr. Gross. Then the article, 1 take it, is not correct ? 

Mr. Hotcomse. I am not familiar with the article you are speaking 
about, sir. 

Mr. Davis. Proceed, please. 

Mr. Hotcompr. Four weeks ago the Bureau of the Budget issued 
new criteria for use of management contracts. The Military Assist- 
ance Institute has been reviewed in light of this new policy state. 
ment and found to be in accordance with this policy. 

Two specific questions have been raised with respect to the institute. 
First, why can it not be operated directly by the Government? When 
asked, the Departments of Army, Navy, Air Force, and the Foreign 
Service Institute of the State Department, replied in essence that 
they did not have the capability to run this highly specialized inter- 
service school. 

Mr. Davis. Right there, where did you get your instructors who are 
operating this highly specialized inservice school ? 

Mr. Hotcompr. They were recruited and hired by the contract. 

Mr. Davis. Well, let us not beat around the bush now. I do not 
think you want to beat around the bush. 

Mr. Hoxtcompr. Indeed I do not. 

Mr. Davis. Where did they come from ? 

Mr. Hotcomse. They came from various sources. Some of them 
have been ex-service officers, some of them retired, some of them had 
been released as a result of the reduction of force. 

Mr. Davis. How many instructors do you have ? 

Mr. Hotcomse. We have six instructors. 

Mr. Davis. Are any of them people who are not former service 
people? 

Mr. Hotcompr. All of them were ex-service people, though one was 
a second lieutenant who got out of the military service some time ago 
and has since been a college professor. 

Mr. Davis. This statement then that you have just read to us as 
the Departments of the Army, Navy, Air Force, and the Foreign Serv- 
ice Institute of the State Department replied in essence that they did 
not have the capability to run this highly specialized inservice school. 
That just sounds unreasonable to me, Mr. Holcombe. Must we under- 
stand that all of the talent that was in the Army has been released 
and now rests in the person of these six instructors who are teaching 
now and that you do not have any of that capability in the service 
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Mr. Hotcomss. My statement here was that that is what the Army 
replied, sir, and that is correct. Now actually we need three kinds 
of things in these instructors. 

In the first place we have to have experience in teaching. That we 
could get all alone in various other ways. 

Secondly, we have to have experience in military background. That 
all alone we could get in other ways or in connection with the teaching. 

Thirdly, we have to have experience and specialized training in a 
very complicated, necessarily complicated and specialized system of 
administration. 

This in essence nobody has had up to this time. 

Mr. Aurorp. Mr. Chairman, at that point may I ask a question? 

Mr. Davis. Yes. 

Mr. Atrorp. Mr. Holcombe, yesterday did not we establish that 
the contract was awarded to Dr. Flanagan and referred to the research 
on the basis of the special qualification of the three psychologists 
that were overseas for 3 months in three countries? 

Mr. Hoxicomse. No, sir. That was only one of the three basic rea- 
sons in the analysis of their whole proposal and not necessarily the 
most important one. It was auvekie a background though, and a 
reason for some of the other more important reasons why they were 
hired, the first one being that the proposal they made made the most 
sense and appeared to be most practical and to be able to get a suc- 
cessful school underway sooner. That this is true is proved by the 
fact they did get a school underway in 3 months which is practically 
unheard of in Government and that school is successful. 

I have here cables from the unified commanders, Admiral Felt in 
the Pacific, and the European commander, to indicate that the pro- 
gram is a success. 

Mr. Atrorp. Mr. Holcombe, this is very interesting. Yesterday 
we established the fact that the proposal was sent to the Defense De- 
partment before the program was ever requested on January 11, 1958. 
Is not that right, Dr. Flanagan ? 

Dr. FLanaGcan. No; that was not correct. 

Mr. Davis. What was the statement yesterday ? 

Dr. Firanacan. The statement yesterday that you are referring to 
was a statement of a proposal for the selection of MAAG personnel. 
It was requested yesterday, and I have brought a copy with me here 
today. It is the proposal or development of selection procedures for 
MAAG personnel. This was submitted on January 10, 1958, to the 
attention of Mr. Irwin, Assistant Secretary of Defense, International 
Security Affairs. 

Mr. Aurorp. And didn’t we establish, Mr. Flanagan, that was before 
the Defense Department sent out bids for this? Is not that right? 

Dr. Franaean. Yes. 

Mr. Aurorp. You voluntarily sent the proposal; is not that right? 

Dr. FuaAnacan. We voluntarily sent this on the basis of our over- 
seas installation which suggested that there should be carefully pre- 
pared procedures for selecting the MAAG personnel who went over- 
seas. 

Mr. Atrorp. This was January 10, 1958? 

Dr. Firanacan. That is right. 

Mr. Atrorp. And on January 10, 1958, General Newton was em- 
ployed ? 
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Dr. FLANAGAN. oa That happened to be just a happenstance. 
We did not know Mr. Newton and had never heard of him. 

Mr. Atrorp. But he is the director of this school; is not that correct ¢ 

Mr. Hotcompr. Yes. 

Mr. Gross. Who chose Mr. Newton? 

Dr. FLANAGAN. We did; the American Institute for Research chose 
Mr. Newton to be the director of this school. 

Mr. Gross. When ? 

Dr. Franacan. We chose him around the 5th of June when we got 
the contract. : 

Mr. Gross. Around the 5th of June when you got the contract ? 

Dr. Fuanacan. That is right. 

Mr. Gross. Mr. Chairman, the gentleman from Arkansas breught 
up the subject of three psychologists in three countries. What did 
they find in those three countries that caused them to recommend the 
establishment of this training school 

Dr. Fuanacan. That is, | am afraid, generally classified informa- 
tion. 

Mr. Gross. Just a minute, Doctor. You mean it is classified insofar 
as this being a public hearing is concerned or it is classified and cannot 
be divulged to Members of Congres 3s? 

Can you answer the question, please ? 

Dr. Fuanacan. On the basis of your request yesterday we went to 
the Joint Chiefs of Staff and asked how much of this information can 
we divulge to this particular committee in Congress at this time. 
They have prepared a statement and that statement will be made avail- 
able to you this afternoon. It was prepared yesterday. 

Mr. Gross. That statement is going to give the reasons why, is that 
correct, the reasons why this institute had to be established and under 
the circumstances ? 

Dr. Fuanacan. No; that has nothing to do or at least only in- 
directly to do with this institute. That is entirely concerned with the 
nature of the other project. 

Mr. Gross. So you are saying to me, Dr. Flanagan, that this in- 
formation is classified, that you can send three psychologists from 
your research institute overseas and they are entitled to know all this 
information but the general public and the Members of Congress are 
not entitled to know it ? 

Mr. Hoxcomse. It seems to me since this is a general security mat- 
ter it might be better answered by Mr. Lee since “it is not in the inter- 
national ‘security affairs field but it is a Government security. 

Mr. Ler. What we want to do is to make the necessary arrangements 
with the subcommittee for access to the classified information that 
they need. You may recall we had a similar situation on guided 
missiles a year or so ago, and we could not testify in an open hearing 
but we did make arrangement for the secret or top secret briefings. 

Dr. Flanagan is certainly correct. He is not privileged at this time 
in an open hearing to release the information. I just wanted to 
say we would be glad to make, Mr. Gross, or Mr. Chairman, the ap- 
propriate arrangements for any information that you want. 

Mr. Axrorp. Does the gentleman yield ? 

Mr. Gross. Yes; T yield. 

Mr. Atrorp. Dr. F lanagan, these men have special qualifications as 
psychologists and to Mr. Holcombe that qualifies them to establish a 
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military assistance program, to better evaluate the potential of this 
country for defense. Why do you give that line of reasoning, Dr. 
Flanagan, that psychologists would have that? What is the purpose? 

Dr. Fianacan. The point here is that these people were a part of a 
much larger team which was trying to establish requirements, policies, 
procedures for the Joint Chiefs of Staff. 

Mr. Aurorp. I thought they were sent by you. 

Dr. Franacan. They were sent by our organization on subcontract. 

Mr. Atrorp. Yesterday you stated they were not under the employ 
of the Government. 

Dr. Franacan. No; they are under our employ. On all subcon- 
tracts our employees work for us. 

Mr. Atrorp. But they are on the Government contract ? 

Dr. Fuanacan. They were on a subcontract of a Government con- 
tract, yes. 

Mr. Atrorp. Did you know that the Government has under full time 
employ, 1,698 psychologists? Did you know that, Mr. Holcombe? 

Mr. Hoitcomse. No; Mr. Alford. 

Mr. Atrorp. I would like to know why we have to go outside the 
agencies of the Government to secure three psychologists? 

Mr. Hoxcomer. This is the question we asked the Joint Chiefs of 
Staff, if they made this contract. 

Mr. Aurorp. I have here the information as of February 28, 1957, 
that the Army had 148 psychologists, the Navy 172 psychologists, and 
the Air Force 214 psychologists. 

Mr. Ler. If I may, I would like to indicate here that we do have a 
rather extensive human resources research program in the military 
departments which we use to do research on the tests that we need 
for entrance of the man in the service, research on the classification 
of jobs so that they can properly be assigned and utilized. There is a 
good deal of research on designing aircraft in the new vehicles so that 
as you build the aircraft they are suitable and adaptable to human 
characteristics. There is a good deal of research on the most effec- 
tive methods of training. 

Now, I just describe this overall. ‘The proportion of inhouse versus 
contract on this is roughly, I believe, at the present time, about 60 
percent inhouse and about 40 percent by contract. That is, we do 
use the universities and other agencies for much of this research pro- 
gram. 

Now our own inhouse psychologists and social scientists employed 
by the Department of Defense we try to use primarily on the testing 
program itself. 

They do most of that, although the universities do some of it. The 
rest of this is done partially by contract. I mention that now to 
indicate that on a larger basis this is not the only contract for psycho- 
logical research and services. 

Mr. Jowansen. Can you make any generalization at all as to the 
basis on which you determine what is to be inhouse and what is to be 
contract ? 

Mr. Ler. In general you are looking for the most efficient and eco- 
nomical way to do the job, generally speaking, and that is one 
generalization I would make. 
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The second generalization I would make is that in some cases the 
universities do have people and individuals who are well known in 
their field, have a distinguished record for accomplishment. 

Through contract we take advantage of their talents so that gen- 
erally you are looking for the most efficient and economical way to 
do the job and getting the best available people to work on the job. 

Mr. JoHanseN. Of course you will observe that I do not think it 
is an economical arrangement to circumvent law which bars the pay- 
ment of pensions to retired officers if they are to draw salaries from 
the Government. I do not think it is an economical arrangement to 
circumvent that by making possible their employment through a 
contract arrangement. 

As this statement says, in the next sentence of two, such personnel 
as they were looking for, this retired personnel, are not readily avail- 
able for Government employment but can be employed by the private 
contractor. Of course they are not readily available for Government 
employment if they are going to continue to draw their pension. Of 
course they can be ‘employed by a private contractor and that is what 
that whole inquiry is directed to, as to why that procedure is followed. 

Mr. Gross. Does the gentleman yield? 

Mr. JOMANSEN. alana i 

Mr. Gross. May I ask you this: Do you think this is the most 
economical oper is that could have been set up, Mr. Lee? 

Mr. Ler. In my opinion these men exercised reasonable judgment 
in going to contract in this situation and the basis for my opinion 
of that is that the school has gotten off the ground in a hurry and 
that they are doing an effective and economical job over there as near 
as we can tell from the results that they are getting. 

Now I will testify that this is the exception to the general rule in 
training; that is, in the whole universe of training done by the De- 
partment of Defense I would say that 90 percent of it perhaps dollar- 
wise is done inhouse and that a small minority of training is done by 
contract. The Air Force does contract for certain_primary train- 
ing for their pilots—they have done this ever since World War II— 
and it has worked out very effectively as a contract operation. So 
this is not the only training that has been contracted but we do do 90 
percent of our training. 

Mr. Gross. In your own establishment ? 

Mr. Ler. Yes. 

Mr. Gross. Do you not think this could have been done in your own 
establishment ? 

Mr. Ler. My own opinion is that I would not want to take the 
position that it could not have been done within our own establish- 
ment. I do not believe these men are necessarily taking that posi- 
tion. In arriving at their judgment they did investigate ‘the alterna- 
tives. On the basis of their judgment they arrived at the contract 
but I believe it could have been done within the Department of De- 
fense, 

Mr. Gross. Yes; and more economically. 

Mr. Hotcompr. May I speak to that? We have no occasion that 
this would have been more economical, Mr. Gross. As a matter of 
fact, let me give you one of the tests that we were able to make. We do 
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not pretend to be experts on this, though I did spend 5 years on active 
duty during World War IT in the replacement in school command of 
the U.S. Army and was familiar with training establishments of all 
kinds or a number of kinds. 

We did get this offer that the chairman mentioned yesterday by 
the Foreign Service Institute to conduct a limited part of the training 
in accordance with their own set training rules for a minimum of 
$120,000. 

Now even if we accepted the rigidity of their kind of training which 
is not what we wanted and even if they assumed it was no more than 
the minimum, this could have come out for 45 hours of training for 
1,200 students a year which is what we were talking about to $2.22 
per training hour, which is not bad. 

But if you take the current military assistance contract, that insti- 
tute contract, and cover the same things in it—that is, this did not 
cover rent but it covered all the salaries and the other expenses—you 
come out on the same basis to $2.14 an hour. 

In other words, with the military assistance contract for a brandnew 
course specifically tailored to our purposes and with a lot of other 
things that were not going to be provided by the Foreign Service 
Institute just as these packets we send out ahead at considerable ex- 
pense you get a cost of $2.14 an hour for the current contract as 
against $2.22 an hour for the inhouse training which has been done by 
the Foreign Service Institute. 

Mr. Gross. If what you say is true, we are operating the Govern- 
ment on the wrong basis. We had better dispense with a lot of people 
and go out and hire contractors at 6 percent fees on top of the costs. 

Now you have had time overnight to think this over. How many 
of these retired officers could have been called back in service? 

Mr. Hoxcompe. I think that quite a few of them, from their stand- 
point, would have been glad to be called back. This would not neces- 
sarily have been an economical thing because it would have qualified 
those that were called back who had been retired before the new pay 
rates for additional pay for the rest of their life, which would be a 
pretty expensive operation. 

Mr. Gross. That depends on how long the school goes on and how 
much more they would have added to their service, does it not ? 

Mr. Hotcompe. Yes. 

Mr. Gross. You bet your life it does. What you are saying is that 
these officers could have been called back ? 

Mr. Hotcomse. It does not depend on how long the school goes 
on because if they are brought back during the new pay scale then 
they are immediately qualified after a year for the new pay rates. 

Mr. Gross. But you would not be paying any of them $20,000 a year, 
would you, if they had been called back into service? You would 
not have been paying them for active duty ? 

Mr. Hoxtcompr. I have also made a computation of the Military 
Assistance Institute’s salaries of all of the people who are ex-military 
compared with what they would have got even on active duty at their 
same grades and find that even if you add in the total retired pay 
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which would have had to be paid anyway, of course, but the difference 
is only about $20,000 or $30,000. 

Mr. Gross. You practically precluded any other university or 
college from bidding ? 

Mr. Davis. Would the gentleman yield for a second ? 

Mr. Gross. Yes. 

Mr. Davis. I have a schedule made up here which shows the dif- 
ference would have been $32,000. Is that in keeping with your figures / 

Mr. Hoxcomse. I am not sure of the schedule you have, sir. If I 
may see it I would be glad to comment. 

This schedule is an entirely different calculation, sir. What I did 
was to take current grades and just on the basis of comparable pay- 
merits either under the present setup or calling them back in their 
present grades. This is one calculation, this is one possibility that 
was discussed yesterday. 

Mr. Davis. Is there any miscalculation in this ? 

Mr. Hoxtcompr. So far as I know there is none, sir. The paper 
you have is based on an entirely different proposition of hiring not 
these same people but if we had made up the school from scratch 
completely on a military and civil-service basis. The figures come 
out not too much different, but they are based on an entirely different 
set of assumptions. 

Mr. Gross. Mr. Chairman, if I may pursue this for just a moment. 

You are paying General Newton $25,000; General Ross $19,227; 
and so on and so forth—$15,000, nearly $16,000; $14,000 to Vetick 
or whatever his name is. Choinsey it getting almost $18,000, and so 
on down the line. 

Those are the salaries that you are paying. Now you practically 
ruled out any other college or university from bidding on this, is not 
that your testimony ? 

Mr. Hotcomse. No, sir. We invited six. 

Mr. Gross. There is a statement available around here somewhere 
that said because colleges and universities are steeped in academic 
tradition and so on and so forth, they do not know too much about the 
military training program, that they were not perhaps given much 
consideration in this bidding? 

Mr. Houcomes. No, sir. I think the statement you are talking 
about is that it turned out that most of them did not choose to bid 
because they did not care for off-campus activities and most of them 
did not want a practical training course but wanted to give a broad 
and academic course. 

Mr. Atrorp. If the gentleman will yield at that point. 

Mr. Gross. Yes. 

Mr. A.Forp. I was trying to bring out in the earlier question that 
this program was based on a proposal that was submitted by the insti- 
tute which now has the contract. Is that not correct? These bids 
were let, that was brought out yesterday. 

Mr. Hotcomser. The invitation to bid was made without any refer- 
ence, indeed on my part without any knowledge of the AIR proposal. 
I am not even sure that it was submitted at that time. It certainly 
had not been submitted at the time I was talking to a consultant and 
suggesting how I thought the course ought to be run from my experi- 
ence overseas. It happened that what I did come up with was pretty 
much the same as independently did Dr. Flanagan’s people from visits 
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they had made and extended studies they had made in an entirely 
different part of the world. 

Now these bids had, we believe, considerable leeway for each of the 
bidders to come in with a proposal of how they would operate the 
school. We wanted to get ideas. Therefore they did put in their 
bid pretty much along the line that they had previously worked out. 

Mr. Dutskr. Was not that contract tailored especially for the Amer- 
ican Institute? How can anybody else bid on something that was 
tailored for them? They went to these three countries. 

Mr. Hotcomse. The invitation to bid was in general terms and it 
set forth what we wanted to accomplish. They indicated to us that 
they had enough facts on which to make the bid. That is why we had 
to get in a consultant to get a proposal that was sufficiently definite 
for them to bid upon. 

Mr. Atrorp. Mr. Holcombe, at this point I would like to ask does 
the Defense Department have any control over the personnel that is 
employed by Dr. Flanagan for the operation of this institute? 

Mr. Hotcomsr. We donot. 

Mr. Atrorp. Mr. Holcombe, at that point may I state that that is the 
critical significance that the members of this committee are concerned 
with, that the Government can release a contract to an organization 
over which the Government has no control. We have the utmost 
respect for the Defense Department. That is the critical issue. 

Mr. Horcompr. May I finish my statement? 

Mr. Atrorp. Yes, sir. 

Mr. Hotcompr. We do have the veto in the selection of the director. 
The Department of Defense has retained the right to approve or not 
approve a director who of course must be satisf: actory to and hired by 
the contractor. Thereafter our control is not. on the personnel but 
on the operation of the contract. 

As will appear later in my statement this is an annual contract 
and we have the right in any year to take the thing back and run 
it ourselves or to find another contract because the American Insti- 
tute for Research has a year-to-year contract. If they are doing a 
satisfactory job, and right now they are doing a very satisfactory job 
as is shown by the comments we have got and the effectiveness gic 
which they have organized this thing, but if it were found that it w 
feasible to operate it directly and more economical or if there was a 
policy regardless of whether it is more economical or not, we could 
as of I believe it is next June 30 take it over and operate it directly. 

Mr. Gross. Now Mr. Chairman, I want to get back and finish up 
and then I will yield the floor. 

On this university and college bidding proposition, I have before 
me a piece entitled “Proposals on the Mz AAG School,” by Brig. Gen. 
H. C. Newton, U.S. Army (retired), of the date of April 38, 1958, in 
which Mr. Newton says: 

In my various conferences with the agencies represented I have been im- 
pressed by the practical and objective analyses of the problem by the research 
agencies, vis-a-vis the more academic approach of the universities. I feel that 
this factor should be taken into consideration. In an off campus activity a 
this nature a university is primarily concerned with prestige, tradition, acs 
demic policies, and faculty controls. With a somewhat clearly defined abe 
gram from the Department of Defense and monitorship by the Department of 
the Army, these elements are not so essential and could easily present obstacles 
in the smooth and effective accomplishment of our mission. 
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Since our school is essentially military, the pattern of operation should be 
similar to that which characterizes the U.S. military school system. 

So Mr. Newton, then a $50-per-day consultant for the Department 
and working himself up to this job that he eventually got from Dr. 
Flanagan, frankly ruled out in that statement any competition from 
the universities and colleges, did he not ? 

Mr. Hoxicomse. This was the advice—— 

Mr. Gross. This was the advice of Mr. Newton, was it not? 

Mr. Hoxtcomer. That Mr. Newton had been hired to provide us with 
an analysis of the contract. However, this advice was taken into 
account together with the various proposals which were analyzed sepa- 
rately by myself and other people in the Defense Department and we 
made our own independent judgment, taking Mr. Newton’s advice 
as advice and as the advice of a very competent and distinguished man 
in the field that this was—— 

Mr. Gross. Dr. Flanagan had had his three psychologists in three 
countries for 2 or 3 months and that provided all the answers for 
military assistance training. 

Mr. Hotcompr. I had not met Dr. Flanagan, and I did not meet 
Dr. Flanagan until 48 hours ago. 

Mr. Gross. You didn’t have to meet him, he was back of General 
Newton in promoting this thing. 

Mr. Hotcomse. He was not promoting me. 

Mr. Gross. He was establishing this institute. 

Mr. Hotcompr. I consider myself to be largely instrumental in pro- 
moting the institute, although I did not select the particular way in 
which it is to be operated. Asa matter of fact I tried as I have shown 
in my earlier testimony by going to the working level, also in the three 
military departments to try to get another way to operate it. 

Mr. Gross. Dr. Flanagan, based on your statements I take it you were 
one of the first to warn the Defense Department they should establish 
a school. 

Dr. Fuanacan. That is not correct, unfortunately. I would have 
been very happy if we could have pointed this out to them earlier, but 
on the basis of our people coming back and we had recommended to 
them that they developed procedures for selecting their personnel 
better as the first step in this. We discovered at that time—as will 
appear in my statement—that they were thinking about a training 
school. 

Mr. Gross. Dr. Flanagan, when did your people come back ? 

Dr. Fuanacan. I believe it was December. 

Mr. Gross. That was in December of 1957; is that correct ? 

Dr. Fuanacan. About November. 

Mr. Gross. Of 1957? 

Dr. FranaGan. Yes. They did not come back together. 

Mr. Gross. So it dovetails beautifully, does it not ¢ 

Dr. Franacan. No; Mr. Holcombe was on the scene and Colonel 
Kaiser had been working on it a good many months. 

Mr. Gross. Mr. Newton went on the job in January, did he not, in 
1958 ¢ 

Mr. HotcomBe. When we selected Mr. Newton we knew nothing 
about the activities of the American Institute for Research. 
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Mr. Gross. Nothing had leaked out to you that the program was not 
going right, the military assistance program was not going right. 
Nothing leaked to you at all ? 

Mr. Hotcomsr. Nothing of any kind, sir, as I have indicated in my 
earlier testimony. 

Mr. Gross. I know it was not leaking to Members of Congress be- 
cause it was classified, and we could not get to it. 

Mr. Hoxcomspr. Something that I was concerned with and had 
taken steps to cure over a year before this time. 

Mr. Jonansen. Do I understand then that the experience which 
the institute had had which as I gathered from yesterday’s testimony 
was one of the reasons for their selection for this assignment, that that 
experience came to your knowledge or to the knowledge of whomever 
awarded this contract all after this time that the general had originally 
been selected ? 

Mr. Hoxtcomse. That is correct. I knew nothing about the Ameri- 
can Institute for Research at the time I recommended and I am sure 
the same is true of General Byers and Mr. John Irwin who also inter- 
viewed these people and assisted in the selection of a consultant. I am 
sure none of us at that time knew anything about the American Insti- 
tute for Research. Personally I can say I did not. 

Mr. JoHansen. Of course the institute had done very extensive work 
for the Armed Forces prior to this time, had they not? 

Mr. Hotcomse. That is correct. 

Mr. JoHanseN. And were you connected with this phase of the De- 
fense Department’s activities at the time that the institute psycho- 
logists went overseas on this earlier assignment ? 

Mr. Hotcomse. I was, sir. 

Mr. JOHANSEN. But you had no knowledge of it ?- 

Mr. Hotcomesr. I had no knowledge of that. I did have a know]l- 
edge of the major contractor and the major subcontractor but I believe 
this was a sub-subcontract of which I was not aware. In other words, 
I knew the Joint Chiefs of Staff were conducting a highly classified 
study because we assisted and consulted with them in setting it up. I 
knew they had designated WSEG to make this study and I knew a 
couple of the people and had very brief contacts with a couple of the 

eople who were specifically begging on it for them. Now the third 

ayer underneath that which represented the American Institute of 
Research never met my kin. 

Mr. Atrorp. Mr. Chairman, at that point may I ask a question ? 

Mr. Davis. Yes. 

Mr. Atrorp. I ask this to straighten us out in the record because we 
have gotten into the field of psychology and social service. 

I would like to have a definition from the distinguished gentleman 
from the Defense Department as to what the MAAG program really 
is. What isthe function of the MAAG program? 

Mr. Hortcomse. Mr. Alford, the function of the military assistance 
program is to further the objectives in foreign policy of the United 
States in four basic ways by supporting our regional military assist- 
ance pact, such as NATO, by strengthening in a direct military way 
our allies. 

Secondly, to provide security for strategic materials in certain parts 
of the world which we must in time of war and therefore we must 
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assure that the areas in which they exist are protected and secure for 
providing us the material. 

Thirdly, to protect and support a bases team of something over 250 
major bases around the world. 

Lastly, to assist in keeping countries from joining the Communist 
orbit, obviously. 

In order to do this we provide goods and services and technical 
advice to, in all, something over 60 countries, grant aid only to about 
40. Now, in making a determination of how these funds can best be 
used, there are a whole spectrum of considerations. Some of them are 
purely military such as what is the military requirement of this coun- 
try to defend its borders against a possible Soviet threat 

‘But this is only the first determination that must be made. Once 
having made this determination we do not want to give them some- 
thing simply because they have a military requirement. If they have 
the money or the production capability or have the foreign exchange 
in which they can buy it from a third country, that would obviously be 
an inadequate use of the U.S. taxpayers’ money. 

On the other hand, there are countries that cannot buy or produce 
the service, but 2 years from now when it is delivered they probably 
will not have either the manpower or the technical ce ability or the 
bases constructed or the money to effectively utilize this equipment. 
Here again we have a grave danger of wasting U.S. money on admitted 
military requirement, simply because we have not made an appropriate 
combined economic, political, and military analysis of whether this 
country is going to be able to effectively utilize the equipment or the 
service when it is provided 2 or 3 years hence. 

Now the complexion of these partly military, partly economic, 
partly physical, partly political requirements become the way and 
hence the program military assistance. 

Now the psychologist comes in because there is no sense, for ex- 
ample, in giving a complicated modern destroyer or radar set to a 
country that would not have the capability 2 years from now, won’t 
have the kind of men trained and organized so that they can operate 
this thing. 

Mr. Atrorp. You operate in 60 countries ? 

Mr. Hotcomnr. Yes, in various degrees. One of those is Canada 
where we merely provide a convenient way of buying from us. We 
give them nothing. 

Mr. Atrorp. And 40 in grant aid? 

Mr. Hotcomse. Yes. 

Mr. Davis. How is a psychologist qualified to say whether or not 
this country that you have mentioned you might give a destroyer or 
radar equipment to, how is a psychologist qualified to know whether 
2 years from the time you determine that is needed whether they will 
have capable people to operate it or not? Where does a psy chologist 
come in? 

Mr. Hotcomse. I will answer this generally and then since I am no 
psychologist, I am only the user of their services, I will let the expert 
speak more specifically. 

One of our big problems particularly in the Far East and Middle 
East, No. 1, are these people, did they have the basic skill, the basic 
knowledge so that we can train them. If we put them into a school 
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or if we created a school in their land, is there a way that we can train 
them to do these complicated jobs ? 

Now, if we found that there is not, then the next question is, Can 
we change the job so that they can be trained to doit? In other words, 
Could we break down the job? This is what we have done in country 
X, and I prefer not to name it unless the committee would like to have 
it off the record, in the maintenance of jet engines. 

We have a good jet engine maintenance in this country simply by 
taking a job that would be done by one person here and breaking it 
down so that we have people doing only one-tenth of that job. It 
takes no more people, it takes more organization. 

You can also devise procedures by which we can overcome the lack 
of English ability, the lack of knowledge of mathematics and other 
things. These are the jobs that educators can do for us. Unfortu- 
nately we do not have nearly enough of them, and this is no plug for 
the American Institute of Research. 

Do you want to expand on that? 

Mr. Atrorp. Dr. Flanagan, is it not true that your group specializes 
in psychology and social welfare? 

Dr. Franacan. Yes. I think, as I will come to in my statement, 
that that is so in general. We have four fields we mention here: Per- 
sonnel psychology, engineering psychology, education and guidance, 
and mental health and social welfare. Those are four fields we have 
listed in this brochure. 

Mr. Atrorp. And you have on your staff then educators; you are a 
schoolteacher yourself, or you have been ? 

Dr. Franagan. Yes. 

Mr. Atrorp. And you have on your staff educators # 

Dr. Franaaan. That is true. 

Mr. Atrorp. Psychologists ? 

Dr. FuanaGan. Yes. 

Mr. Atrorp. Clergy ? 

Dr. Franacan. I do not know whether we have any clergy on our 
staff or not. I ama minister’s son, if that helps. 

Mr. Arrorp. I mean we had information that clergy was part of 
your staff. For the record I would like to know if that is true. 

Dr. Franacan. I do not believe so. 

Mr. Atrorp. That is all right, it is not pertinent then. I just 
wanted to know. I am very interested in this naturally, having had 
a little training in that field. I am trying to find out what qualifi- 
cations the American Institute of Research have that. the Defense 
Department could not have found in their great institutions. I know 
they have some of the finest specialists in the world. That concerns 
me vitally. What peculiar training or experience do your people 
have ¢ 

Dr. Fianacan. Well, I think that if you take the combined re- 
sources of the three services and gave them any one particular as- 
signment they could get it done, but they have a whole lot of assign- 
ments. 

Mr. Atrorp. Right at that point, you say if they were combined 
they could get the job done? 

Dr. Fianacan. They could get any one particular assignment done. 
It is a question of how many hands they have and how many things 
they can get done. If the Congress or the administration were to say 








ADMINISTRATIVE AND MANAGEMENT SERVICES 51 


we are going to change the present arrangement, we are not going 
to have 60 percent inhouse and 40 percent on the contract, we are 
going to have 100 percent inhouse, it is quite possible that over a 
period of time the staff could be built up to the point where they 
could do the things that are needed and required, all inhouse. But 
that does not seem to be the present policy. IJ am not one to excuse 
whether it should or should not be. 

Mr. Atrorp. Now you were going to answer what particular quali- 
fications your group had that they did not have. 

Dr. Franacan. It is very difficult to answer a question like this on 
any particular project because you say, well, this person over 
here in the Navy has this background and this person in the Army 
has this background, but they had jobs and they were all real busy 
with what they were doing and they could not have been made readily 
available without interfering with problems on this job. 

Mr. JowAnseNn. Will the gentleman yield? 

Mr. Arorp. Yes. 

Mr. JoHANSEN. Perhaps this is irrelevant but I notice in the testi- 
mony of Admiral Rickover that there is an excess of officers in the 
Navy at least, and that suggests to me that there must be some avail- 
able talents that are not completely occupied beyond the possibility 
of being utilized. 

Mr. Aurorv. Mr. Chairman, may I continue with one question ? 

Mr. Holcombe, we have heard you mention several times this mili- 
tary assistance program and how a program for officers will greatly 
improve our overseas military operations. If that is true can we not 
lind and use a handful of active duty officers who are fresh from mili- 
tary assistance advisory groups experienced to work in this vital pro- 
gram and operate this program w ithin the Defense Department ? 

Mr. Houcomser. Yes, sir; we can. As a matter of fact I got some 
of them in my own office in the administration of the program. Some 
of them are necessary particularly in the decisions on the program 
which have to be made in my office. But this is one of the great prob- 
lems in my operation and it would be an even greater problem in 
this operation because the basic problem is that you get an officer in 
and you give him the spec ialized training that is necessary, and then 
in 2 or 3 years he is off doing something else and you start all over 
again. 

“This is our basic problem with the military in an essentially non- 
military or largely nonmilitary project. 

Mr. Atrorv. You agree then that is an inefficient method of oper- 
ating ? 

Mr. Hotcomse. A lot of them, people we got in were in the military 
assistance and they did not know. But when we once trained them 
because they had been in something that was closely allied we have 
them trained and they will stay with us because they are not subject 
to this fast rotation that is the file that I am sure Mr. Lee mentioned 
on a much broader front than I 

Mr. Atrorp. I have complete confidence in the ability of our Armed 
Forces to handle any program. This is what I am trying to bring 
out. I donot think we have to go outside and employ special psye hol- 
ogists or psychiatrists or social welfare people because I have served 
in the armed services and I know we have just as capable men in our 
armed services as ia civilian life. 
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That is all, Mr. Chairman. 

Mr. Davis. Mr. Corbett ? 

Mr. Corsetr. Mr. Chairman, I would like to direct my question to 
Mr. Holcombe or Dr. Flanagan. 

You indicated there are about 89 officers receiving training at any 
one time and 80 or something in your current class. Now then, if we 
waive all the factors regarding the necessity and desirability of the 
program, why would it be necessary with that few that we call stu- 
dents to have 34 people around conducting the program? What many 
of us are afraid of, all the time here on these cost plus programs, is 
that people just load it up without any regard for expense. If the 
school is going to go on, my question is, why is it necessary that 
personnel costs be so high ¢ 

Mr. Hotcomnsr. May I try that first? 

Mr. Corzert. It is listed here. The total salary of $201,000. 

Mr. Hotcomse. This has to be in relation to something. As I said, 
I had five years of active duty. I spent most of the war in replace- 
ment in school command. At that time we had a rule of thumb, we 
tried to use more exact calculations but we had a general rule of 
thumb that we used for rough preliminary measure. Have about one 
staff faculty and overhead to every two students. By that rule of 
thumb this is not expensive. Indeed it is an economical school. 

I have already pointed out that as compared with the cost sub- 
mitted by the Foreign Service Institute which were mostly for per- 
sonnel, obviously it would have cost $2.22 an hour whereas this after 
adding in some things that were not in the Foreign Service School 
and doing it for a lesser number is a lesser cost of $2.14 an hour. 

Mr. Corsetr. What the gentleman said, one personnel for every 
two students as a rule of thumb? 

Mr. Hotcomer. Yes. 

Mr. Corsetr. Then that ought to be examined. Certainly, that 
would not be true in any graduate school or public school or anything 
of the sort, even granting that this is specialized. 

Mr. Hotcomse. I say it has been examined by the Appropriations 
Committee and the Armed Services Committee on a number of oc- 
casions. 

Mr. Corsetr. This relates to the situation where they prepared 
meals for 33 percent more people than were going to be there and 
had to have so much more on reserve and prepared. I am in that 
particular situation. 

Granted that a lot of these people might be necessary, when I see 
down here directors of administration and research coordinators, 

roject helpers, artists, multilith operators—now I can see the use 
for that—receptionists, and so on. It is all nice, it all goes good 
in a very high-class school, but I believe both from the point of view 
of location, the rentals required and the point of view of personnel 
that undoubtedly there could be some reduction made here at least 
when it is on a cost plus deal. 

There ought to be some close examination of it. 

Mr. Hotcompr. We have examined the faculties and staff. Asa 
matter of fact it has been more than it is currently. It must be kept 
in mind that this school was opened 3 months after the contract was 
let. This to my 25 years in the career service of our Government is 
unprecedented. There may be precedents but I do not know of them, 
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and I have been around quite a bit. This has meant also that a lot 
of us are still improving to a considerable extent. I am responsible 
for them having some of this, I give one lecture there and practically 
every time I give it, I have only ¢ given it now five or six times, I find 
ways I can improve it. I have the training aids redone, and I will 
be doing that for another 2 or 3 months. After I get the thing learned 
down to my satisfaction then I won’t be making such demands on the 
people down here who show research people and training aids peo- 
ple and so forth because I will have a good product and I will just 
have to keep it up to date. 

I am sure this is true of people both in the school and other guest 
lecturers throughout, that we are still in a departmental period and 
we are still trying to improye and have this school the perfect in- 
strument we want it to be. 

Mr. Corsert. I will be interested as this goes along in the results 
of the learning program because it does look like it is pretty well fat 
tened up. Maybe it is not, but I do think that is an area that ought 
to be investigated along with the rentals and so forth, because all the 
way through we are necessarily suspicious up here, and certain peo- 
ple we represent are, that all of this program regarding foreign aid, 
economic aid, and so on, has been very wasteful. They do not like to 
grant too much money for this and when they find it is being wasted 
we catch the very dickens for it. 

There are no two ways about it. While this is a small operation 
costwise in comparison to the $150 million dams that could have been 
built for $15 million, with the same water supply, this is not a great 
big thing. But nonetheless it could be lesser and I think it behooves 
the canes running this to prove to the Congress and hence to the 
people that they are doing this valuable work at no exorbitant cost. 

That is all. 

Mr. Davis. Mr. Holcombe, before all this discussion started on both 
sides I was discussing with you the capability of the Army to supply 
people to do this the same way that it is being done over there now. 
Did you state that you did have in the Army qualified people with the 
right kind of experience and capability to do this work? 

“Mr. Hotcompe. The next sentences of my prepared statement, Mr. 
Chairman, deal with that. May I continue and then I will elaborate 
on it in any further way you may wish. 

Mr. Davis. All right. 

Mr. Houcomse. This is not a military school nor is its curriculum 
within the cognizance of any one military department or existing 
school. The Military Assistance Institute provides the necessary con- 
centrated technical training. 

Mr. Davis. Where do they provide it from? They get it from peo- 
ple who were formerly in the service. I was asking you is it a fact or 
not that all of your talent in this field was retired and that you don’t 
know of any left in the service ? 

Mr. Horcompr. No, sir. I answered in response to a question by 
Mr. Alford that we have very competent and able people in the 
service. 

Mr. Davis. What we are getting at is, as has been stated to you 
here, we are concerned not so “much 1 with what you have done with this 
school, although we are concerned with that, but we are concerned 
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with the overall situation of contracting out work which ought to be 
done inhouse. 

Of course, this $285,434 paid out for personnel and the difference 
that might have been ‘saved of some $33,000 is not any big item in 
the sense of dollars, but what we are interested in is the principle 
that is involved in carrying out in this way. Now, we found in many 
instances of management contracts that it is a "case of the camel 
getting his nose under the tent and I do not think this institute is « any 
exception to that. 

We find that here is a sub-subcontractor coming back with the rec- 
ommendation that results in getting the larger contr act to carry out 
his own recommendation. Now, you said. you did not know any- 
thing about that recommendati ion, that you “had reached the same con- 
clusion through your own reasoning without knowing anything about 
this recommendation ? 

Mr. Hotcompr. Yes. I further say there is no casual relationship 
to my certain knowledge. 

Mr. Davis. We know it does exist in many other cases. We made 
a study of it and we find that is the case. 

Now, I do not know whether you or Mr. Lee are in a position to 
do so, but I want to ask somebody in the Department of Defense to 
report to us just how this is worked out with all the elements of the 
basic contracts. That is, with respect to the general contract and all 
subcontractors, how many made recommendations that resulted in 
their getting other contracts to carry out those recommendations? 
What were the contracts and the amounts involved in comparison to 
the later contracts with the original one they had ? 

Now, I want that information. 

(The information follows :) 


OFFICE OF THE DIRECTOR OF DEFENSE RESEARCH AND ENGINEERING, 
WEAPONS SYSTEMS EVALUATION GROUP, 
Washington, D.C., April 1, 1959. 
Memorandum for the Assistant Secretary of Defense (ISA), attention: Col. 
James L. Kaiser. 
Subject: American Institute for Research. 


The following information may be used as a statement of the utilization of 
the American Institute for Research by this group in assisting in the preparation 
of a classified study for the Joint Chiefs of Staff. 

The American Institute for Research was given a subcontract to do a portion 
of one of the studies assigned to the weapons system evaluation group. The 
prime contractor was the Institute for Defense Analyses. The subcontractor 
was responsible for providing competent personnel and facilities to perform a 
series of studies designed to estimate present abilities and future capabilities 
of indigenous forces of selected underdeveloped countries to perform in military 
and related jobs. 

Work under this subcontract was initiated April 15, 1957; the final report 
detailing the findings of the various studies was submitted on February 15, 1958. 
The total cost of the subcontracted work amounted to $73,797. 

The selection of the American Institute for Research as subcontractor to the 
Institute for Defense Analyses was based on the following considerations : 

(a) The American Institute for Research has an outstanding reputation 
among professional psychologists in the field of personnel selection, classification, 
training and evaluation—embracing both United States and foreign populations. 
Its president, Dr. John C. Flanagan, the board of directors, and many of its 
regular staff members and consultants are well known for their work in pro- 
fessional circles. The members of the American Institute for Research are 
frequent participants in professional meetings and their contributions to the 
profesisonal literature are quite extensive. 





st 


Si 























~~ 


AND MANAGEMENT SERVICES 00 


ADMINISTRATIVE 


(b) At the time in which WSEG needed this particular research to be done 
AIR was considered to have both competence in the field and the qualified per- 
sonnel available to work on the project. 

The work accomplished under this subcontract met the requirements in a 
satisfactory manner. 

J. H. SEs, 
Vice Admiral, USN, Director. 

Mr. Lez. May I say as a matter of general policy that in the re- 
search field the matter of getting a contract job can work two ways. 
We can state a problem which the contractors bid on or contractors 

can come in with a proposal. That is, if they have an idea they can 
come in with it, go over it with our people, and see if it meets their 
requirements, So it works both w ays. 

After we get the transcript, if it is satisfactory we will try to get 
the information for you that you asked for. 

Mr. Davis. I want you to do that, Mr. Lee. Also, we are going to 
have to have some more hearings. y want to get this classified in- 
formation at an executive hearing that has been referred to here this 
morning with the admission of these psychologists and what was done 
by them and the results of it. 

Mr. Gross. Mr. Chairman, have we pinned down in this hearing 
who was responsible for the awarding of this contract? 

Mr. Davis. No, Mr. Holcombe says he was, and we do know that 
Dr. Flanagan I think in his group made a recommendation with 
substantially the same thing that Mr. Holcombe says he came up with 
on his own. 

Mr. Gross. I wonder if we cannot get someone here now to pin down 
the responsibility for the awarding of this contract? 

Mr. Davis. Will you ask a question ? 

Mr. Gross. There must be some individual or some office in the 
Pentagon that would know. 

Mr. Davis. The way I understood it, the Secretary of Defense em- 
ployed General Newton as a consultant and he advised them. As a 
result of his advice I presume you were acquainted with his recom- 
mendation ? 

Mr. Hotcomse. That is correct, sir. 

Mr. Davis. Is it your statement that as a result of his recom- 
mendations you reached that conclusion along with others? 

Mr. Hotcomepe. No, sir; I have tried to state succinctly the steps 
that will answer the question. 

Mr. Gross. There is one statement I want, and that is who made 
the decision. That is all. 

Mr. Hotcompr. The Defense Department signed the contract. 
They did so at the request of the Assistant Secretary of Defense for 
International Security Affairs. 

Mr. Gross. Who is he? 

Mr. Hotcompr. He is now Mr. John Irwin II. It was then the 
Assistant Secretary, Mr. Sprague. 

Mr. Gross. It was Mr. Sprague who completed this setup. Is that 
right ? 

Mr. Hotcomsr. Mr. Sprague was the Assistant Secretary of De- 
fense at that time. The letter was actually signed by Mr. Irwin who 
was the Deputy at that time. Mr. Irwin acted in part upon my 
recommendation on an independent review. He had also General 
Newton’s recommendation as a consultant. Before either of us made 
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a recommendation the recommendation of the Department of the 
Army, which was an executive agent, and whose training group had 
gone over all the bids, evaluated them and came up with the same 
recommendation as General Newton and I independently reached. 

Mr. Davis. Let me ask a question. 

Who among that group, Mr. Holcombe, knew of the recommenda- 
tion of the three psychologists and were influenced by them ¢ 

Mr. Hotcomse. I presume by the recommendations of the three 

sychologists you mean the independent proposal of the American 
nstitute for Research ? 

Mr. Gross. That was not so independent. 

Mr. Davis. No; I mean who among the group of people that you 
have just finished mentioning knew about the mission of the three 
psychologists and their recommendations ? 

Mr. Hotcompe. We all knew because it was a part of the proposal 
that this institute had had experience on, a JCS study which we knew 
about generally. None of us knew specifically that any members of 
the organization had made specific recommendations with respect to 
training of MAAG personnel to the best of my knowledge and belief. 

Mr. Gross. I did not get the name of the Department of the Army. 
Who in the Department of the Army made the decision ? 

Mr. Hotcomse. There was no decision, it was a recommendation 
that was made by General Bogart, and he, in turn, relied on a more 
detailed study by Dr. Rolfe L. Allen, administrative officer and edu- 
cational adviser to the Deputy Chief of Staff for Operations. 

Mr. Gross. Where does Lieutenant General Byers fit into this pic- 
ture ? 

Mr. Hotcomse. Lieutenant General Byers was and is the military 
adviser to the Assistant Secretary of Defense, International Security 
Affairs. He has participated in the interviewing of the consultant. 
He participated in various of the military phases of this. I am not 
sure and I cannot state at this time definitely whether or not he inde- 
pendently reviewed each of these contracts and made an independent 
recommendation. I dono know that he did so. 

Mr. Gross. Then we can’t pin this down to any one person or any 
two or three persons, can we ? 

Mr. Hotcomer. With greater success than you can most things in 
the Pentagon, Mr. Gross. 

Mr. Gross. I will have to agree with the gentleman on that. But 
we still can’t pin this thing down to any one or two or three people? 

Mr. Houcompe. Yes, sir; I think you can say the Deputy Assistant. 

Mr. Gross. And his name was Sprague ? 

Mr. Hoxcomsr. No, his name was Irwin. I said Mr. Sprague was 
aware of it and he concurred but he delegated this to his Deputy. 

Mr. Gross. Who made the decision as to the quarters in the Arling- 
ton Towers apartment building? 

Mr. Hotcomse. Basically the contractor. 

Mr. Gross. Mr. Flanagan ? 

Mr. Hotcompr. He had the responsibility of the contract. 

Mr. Gross. He made the decision to go into the Arlington Towers? 

Mr. Hotcomper. That is right. 

Mr. Gross. Mr. Chairman, this is probably as good a time as any—I 
want to read into the record one paragraph, it is a short paragraph, 
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from the publication “Armed Forces Management,” published for the 
Army, Navy, Coast Guard, and Marine Corps. 

Mr. JoHANSEN, What date? 

Mr. Gross. Date of December 1958. Apparently it is a monthly 
publication. It says on page 20: 

To make the knotty problem of housing and car parking as painless as pos- 
sible, MAI holds a block of bachelor and family apartments in Arlington Tow- 
ers and the nearby Presidential Arms open for new students, assigns each man 
a private parking space for his car at the school site. 

Mr. Holcombe, you do not want to amend your statement that the 
Government does not provide quarters for officers in the Arlington 
Towers and the Presidential Arms? 

Mr. Hotcomsr. Certainly not on the basis of a newspaperman’s 
article, sir, but I would like to be corrected by the Military Institute 
if lam wrong. 

Mr. Gross. I am not asking you on the basis of this article. 

Let me ask Dr. Flanagan the question. Since you claim you picked 
out the Arlington Towers did you make these arrangements ? 

Dr. FLanaGan. I did not personally ; no. 

Mr. Gross. Or any arrangement of this kind ? 

Dr. FuanaGan. I made no arrangement of this kind. 

Mr. JoHansen. Do you know whether any arrangements were made 
by anyone and if so, who? 

Dr. Franacan. I believe it is correct that there were some informal 
arrangements. We have no commitment, at least we have no legal 
agreement, I believe. 

You had better speak to that, General Newton. 

General Newton. The problem of housing is very acute so I dis- 
cussed the problem with the management of Arlington Towers, if 
they would furnish apartments. They agreed to. Also Presidential 
Gardens has furnished apartments which our officers can utilize. That 
was done entirely on the initiative of Arlington Towers, because I 
wanted to be able to house these officers coming into Washington from 
somewhere with their family for just 1 month. Arlington Towers 
furnishes us apartments for anywhere from 25 officers, 30 officers, 
whatever they may require. It is entirely on an arrangement be- 
tween themselves, the officers, and Arlington Towers or Presidential 
Gardens. 

Mr. Gross. Who pays for this arrangement ? 

General Newron. The student rents it. 

Mr. Gross. You mean to tell me the Arlington Towers holds open 
apartments so that you can accommodate these officers and nobody 
pays them anything for such reservation ? 

General Newton. Absolutely right, sir. 

In fact, their apartments were vacant the full month of December 
and they held them. Yes, sir. 

Mr. Gross. Mr. Chairman, that is difficult for me to believe, that 
any apartment house in the city of Washington would hold open 
apartments without any financial consideration whatever on the as- 
sumption that they might have somebody in them. 

General Newron. You see they reserved them. These notifications 
go out. with our packets about 3 months before the student comes. He 
can have Arlington Towers apartments or Presidential Gardens 
apartments or we will assist him to and try to get him in Washing- 
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ton. He comes in on very short notice. He may be here 2 days before 
he starts school. 

Mr. Davis. Proceed now, Mr. Holcombe. 

Mr. Hoxtcomer. Thank you, Mr. Chairman. 

This training, which is peculiar to the needs of key MAP person- 
nel ranging from generals and admirals to captains, is designed to 
make optimum use of U.S. dollars abroad and insure effective MAP 
operations and protect our long-range U.S. investment. 

The policy of the Office of the Secretary of Defense has been to 
avoid direct operations such as this school entails. One of the major 
problems in operating this school is the availability of qualified per- 
sonnel. There are practically no civilians with direct experience in 
MAAG’s or in oversea operation of the military assistance pro- 
gram. There is no specialized military career field for military 
assistance or any related program which would furnish specialists 
in this area. 

Mr. Davis. I just can’t get that viewpoint. This military system 
program has been going on for how long, 10 years? 

Mr. Hoxcompe. Yes, sir. 

Mr. Davis. You run through there something like 6,000 per year, 
do you not, in the program ? 

Mr. Hotcomsr. The order of magnitude I think probably is some- 
thing like that. 

Mr. Davis. Well, out of that tremendous number of people do you 
understand that there is no qualified personnel available to do a job 
like this? 

Mr. Hotcomsr. The problem as stated in response to an earlier 
question of Mr. Alford is the problem of turnover, Mr. Chairman. 
There are of course people who could learn these things, but they are 

fairly complicated. By the time an officer learns the job he is ready 
to be transferred under the career management policies. 

Mr. Davis. They come back from the site of the operation overseas, 
they come back over here, do they not ? 

Mr. Horcompr. That is right. 

Mr. Davis. They are available for transfer? 

Mr. Hotcomer. Under the career management policies they can 
only have sometimes one, sometimes two tours of duty in this area and 
those generally are not consecutive. We have a tremendous problem 
of turnover that is very expensive. 

Mr. Davis. In this age of unusual problems and in this age of criti- 

cal situations that constantly arise, the Department of Defense pro- 
gram is not so inflexible that when you find the qualified man here or 
hundreds of qualified people here you cannot keep them on the subject 
matter that they are best qualified ? 

Mr. Horcompr. That is correct, sir. 

Mr. Davis. What is the matter with the system ? 

Mr. Hotcomse. That is the career management system except where 
they set up a career field. 

Mr. Davis. That could be changed any day by the Secretary of De- 
fense, could it not? 

Mr. Hoxcomse. I presume so. I think this is a general personnel 
policy, not a military assistance policy. Therefore I think Mr. Lee 
might better speak to this point. 
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Mr. Ler. Normally the normal practice is for men not to have all 
their 30-year career in the same specialty. 

Mr. Davis. Mr. Lee, let me interrupt. We are about to reach the 
time for adjournment here. In handling civilian employment we 
have set up a new category. We have set up supergrades to try to 
meet the change in needs. ‘Is it not possible for the Defense Depart- 
ment to do likewise or do you just have to follow an inflexible pro- 
gram that cannot be changed under any circumstances ? 

Mr. Lee. What I was about to say, Mr. Chairman, was that while 
this is the general rule it is not unusual for exceptions to be made for 
individual cases, that they are in the minority but the general rule 
is correct. As Mr. Holcombe testified, it was one of the things that 
entered into their judgment on it. 

Mr. JoHansen. Mr. Chairman, is there any earthly reason why one 
officer out of a dozen who shows particular aptitude for transmitting 
his experience to others who are going to serve in that field, is there 
any earthly reason why they could not be and should not be assigned 
say for 1 year? I am not talking about their 30-year career; that has 
no relevancy to this. 

Is there any earthly reason why that experience and those talents 
should not be utilized for training instead of bringing in psycholo- 
gists; instead of contracting out to bring in folks “who have a very 
limited knowledge in this field ? 

Is it not true that in the C orps of Engineers, for example, where 
you are dealing with the planning and the. programing and the imple- 
menting of public works programs all over this country, do you not 
have some kind of an internal training program whereby this spe- 
cialized knowledge is transmitted without contr acting out to some 
outsider to teach an engineer how to handle that type of problem ? 
Why can you not do it in ‘this sort of thing ? 

Mr. Ler. With respect to a policy of rotation we have tried to 
extend the normal tour and stabilize it. Also, as a matter of policy 
we have tried to encourage the services to make exceptions to the 
general rule in those unusual and exceptional cases. 

Mr. JoHanseNn. But the showing here is that you have not had any 
personnel in the service to do this and I do not believe it for 1 minute. 

Mr. Davis. That is what I have been trying to protest here. I do 
not want to put myself in the position of knowing more about how to 
run your business than you do, but you continu: lly make that asser- 
tion and I just cannot go along with it. 

Mr. Hotcosme. The assertion that I make, sir, is that the military 
departments that I asked this question did not have the capability to 
run this school. The problems that I am talking about are problems 
that I face every day. In answer to Mr. Johansen’s question we can 
keep a man over and when we do we find that this very specially skilled 
officer that has done a wonderful job for us is hurt in his promotional 
prospects because the next time the promotion board comes up they 
say he has been away too long. 

Mr. Jonansen. You better adjust it to the jet age.. 

Mr. Atrorp. Mr. Chairman, I will ask the gentlemen generally, if 
any of you gentlemen can answer it. Does the administration control 
the patronage and the employment of the personnel of this institute ? 
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Mr. Hotcomsr. We have no control, as I stated earlier, over the em- 
ployment of the personnel of the institute except for the right of veto 
in the selection of the director. 

Mr. Axrorp. So we have established then that the Department of 
Defense has no control over it ? 

Mr. Hotcompsr. Yes. 

Mr. Gross. I would like to ask Dr. Flanagan a question. With your 
wide experience in the Government and the many contracts that you 
hold with the Government, would you say that there are competent 
psychologists within the Government now, career employees within the 
Government itself ? 

Dr. Franacan. There are many competent psychologists within the 
Government. 

Mr. Gross. You are a taxpayer ? 

Dr. Franacan. Oh, yes. 

Mr. Gross. Although you operate a nonprofit school, you are a tax- 
payer ¢ 

Dr. Franacan. Yes. 

Mr. Gross. And you are interested in saving the taxpayers all the 
money you possibly can ? 

Dr. Franacan. Very much interested. Much of the work we do in 
the American Institute for Research is under the direct supervision 
of the psychologists in the military services or in other agencies of the 
(sovernment. 

Mr. Gross. Would you not agree, Dr. Flanagan, that where there are 
competent psychologists in the Government, that they be used before 
the Government goes outside and contracts for more ? 

Dr. Franaaan. All of these people are very busy and they come to 
us because they cannot do everything themselves. They need some 
help and they feel they get very efficient and effective service from us. 

Mr. JonHansen. The reason they are not available is because they 
cannot be held over on the basis of experience due to your promotional] 
setup. 

Dr. Franacan. I think most of these figures that have been met, 
in the Government and military are civil-service employees and not 
people from the outside. 

Mr. Jowansen. Would you not agree that from a standpoint of 
training others to do a job, those who have shown outstanding pro- 
ficiency in mastering the problems and dealing with them are the 
most priceless source of training to their successors in that field? 
Would you not agree to that as a basic principle, Doctor? 

Dr. Franacan. I would say no. This would suggest that the way 
graduate schools ought to operate is to keep their new Ph. D.’s teach- 
ing the next generation, and this does not work. Teaching in any 
of these things is a special art. Just everybody that has gone throug 
it is not going to be a really good instructor. 

Mr. JoHANsEN. I did not say everybody, Doctor. 

Mr. Atrorp. Will the gentleman yield? 

Mr. JoHANSEN. Yes. 

Mr. Atrorp. Dr. Flanagan, you just mentioned that testimony had 
revealed that the number of psychologists within the Federal service 
is 1,698. You stated that they are civilians. 

Dr. Fuanacan. Not all of them. 
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Mr. Atrorp. Then that makes the evidence more damaging, I would 
think. It would seem, where are all the individuals who are in uni- 
form who are very well qualified? You say what we are establishing 
here, that we have qualified men within the Government services; 
Veterans’ Administration, Navy, Air Force, and Army, that are 
qualified to carry these on. Would you not agree to that, sir? 

Dr. Franacan. I do not think they are available. I think there 
are certainly qualified people in the Government. I am very happy 
that this is the case, but I do not think that these people could 4 
made available for this particular work. 

One other point, I think we have gotten a little confused here in that 
we do not have any psychologist working full time with this Military 
Assistance Institute. This is being staffed by these people that we 
have mentioned at various times who have experience overseas, have 
experience in the military, have Military Assistance Advisory Group 
training and not by psychologists. 

Now we have given them help. We try to assist them. We have 
done special research studies with them. We have helped with some 
cf the other materials but this has been just on a part-time basis, and 
the main job of instruction has been carried on by this other group. 

Mr. JOHANSEN. Then you are bringing back the newly trained 
Ph. D.’s to train the new group ? 

Dr. FuanaGan. They are not newly trained. 

Mr. JouHansEn. Of course not. But are you suggesting, Doctor, 
that in order to do the training programs within the governmental 
service that basically it cannot be by a process of transmittal of expe- 
rience of those who have gone through the process and gone through 
the mill, that we have got to set up some kind of an educational com- 
missar system to be attached to every branch of the Government ? 

Dr. Fuanacan. No; I am not suggesting that. 

Mr. JOHANSEN. I am afaid we are getting perilously close to it. 

Mr. Davis. Maybe we better call in some of these psychologists, 
either private or governmental, and get us out of the snarl here. 

Mr. Atrorp. At this pony Dr. Flanagan, are the three men on your 
staff overseas available ? 

Dr. Firanacan. Yes. At least some of them were over at the school 
yesterday helping with the instruction at that time. 

Mr. Davis. We have reached now the time we are going to have to 
recess these hearings. 

Mr. Holcombe, we will admit your statement in full to the record. 

Mr. Hotcomsse. Thank you, Mr. Chairman. 

Mr. Davis. And also your statement, Dr. Flanagan. 

Did you have one, General Newton ? 

General Newron. Not for the record. I mean I have a number of 
points on curriculum and all these factors. 

(The statements referred to follow :) 


PREPARED STATEMENT OF JOHN LL. HOLCOMBE, DIREcTOR, OFFICE OF PROGRAMING 
AND Controt, OASD (ISA) 


Mr. Chairman, I am happy to appear before this committee to discuss the 
Military Assistance Institute because it is one of the great management factors 
for improvement of military assistance operations and has been so recognized by 
major field commands and agencies responsible for review of our program. 
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From 1953 to 1956, I was Deputy Comptroller of the Department of Defense 
stationed in Paris with a small staff responsible for reviewing U.S. defense 
expenditures in Europe and the Middle East. Our studies and investigations 
there repeatedly indicated that U.S. military assistance funds were not being 
used as effectively as they could be. In large part this was because the Military 
Assistance Advisory Groups (MAAG) and the unified commands were not ade- 
quately evaluating the special conditions in the country affecting requirements 
and the capability of the country either to provide the equipment itself or to 
utilize equipment effectively if provided under U.S. grant aid. We found that 
these deficiencies were due first, to defects in the basic system of programing 
and Washington guidance, and secondly, to the fact that the military officers 
staffing the MAAG’s did not have the specialized background or training to 
permit them effectively to make these essentially nonmilitary analyses and judg- 
ments. On the basis of the reports furnished Washington, I was asked early 
in 1956 to return to Washington on temporary duty to make recommendations to 
improve the administration of military assistance. 

I recommended a new programing system and simultaneously pointed out that 
its effective operation would require either the selection of specialists not nor- 
mally found in military service or specialized training to permit its effective 
implementation in the field. The recommendations were adopted and the new 
plan and guidance were put into effect. Simultaneously, early in 1956, the Office 
of the Assistant Secretary of Defense for International Security Affairs took 
steps to improve the capability of MAAG officers to implement the new program. 
At first, the responsibility was placed upon the unified commands to conduct the 
additional specialized training of the officers after arrival overseas. This proved 
to have very limited effectiveness because the personnel in the unified command 
headquarters did not have the specialized background to provide the necessary 
technical training. Efforts were made to fill this gap by sending out from Wash- 
ington training material and specialists to programing and training conferences. 
This, likewise, proved to be less than satisfactory, particularly in view of the 
relatively short tours of military duty in many of the countries where our greatest 
programing problems existed. 

I discussed the problem informally in late 1956 with the Directors of the mil- 
itary aid divisions of the three military departments who agreed that some new 
formal and centralized training was the only remaining course of action which 
offered probability of success, and agreed at my request to ascertain whether 
this training course could be satellited on a suitable existing military training 
installation. It was further agreed that such training would have to be given 
at least in part by personnel of the various departments of Government currently 
engaged in operating and supervising the military assistance program, and 
therefore the location would have to be within easy commuting distance of 
Washington. On the basis of facilities alone, the services informally reported as 
follows: 

Army.—Could only provide space for the school at Fort Belvoir at an initial 
cost of about one-half million dollars for rehabilitation of old temporary struc- 
tures but that this would take about a year and the cost of maintenance there- 
after would be high. 

Navy.—No capability for providing the school except at Quantico if they were 
provided over $1 million for construction and given 2 years to get the school 
under operation. 

Air Force.—No space available for the school. 

It was agreed that the matter should be considered formally and at the policy 
level. As a result, in April 1957 the Armed Forces Policy Council (AFPC) con- 
curred in the establishment of an ad hoc group to consider the establishment 
of an orientation and training course for Military Assistance Advisory Group 
personnel. According, an interservice committee was formed, headed by a Dep- 
uty Assistant Secretary of Defense. They found that approximately 18 percent 
of the MAAG officers were receiving varying degrees of orientation, in the Pen- 
tagon, averaging approximately 5 days. Most of this orientation was accom- 
plished on a rather informal basis. In contrast, overseas representatives of 
other agencies were receiving extensive special training. In June 1957 the 
Armed Forces Policy Council reviewed the ad hoc group report which recom- 
mended establishment of a training course for MAAG officers. They endorsed 
the broad concept and requested the Assistant Secretary of Defense (ISA) to 
conduct further study to be followed with recommendations on establishment, 
control, policy and administration of the course. 
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Late in 1957, the report with respect to training MAAG personnel was ap- 
proved by the Secretary of Defense with the comment that establishment of 
such a school provides “a significant and practical means of making more effec- 
tive use of U.S. talent overseas.” The Assistant Secretary of Defense (ISA) 
was requested to take immediate steps to establish the course in accordance 
with the basic report. 

Discussions with Dr. Hoskins and staff of the Foreign Service Institute re- 
sulted in the conclusion that the DOD MAAG training requirements went be- 
yond the scope and capability of the Foreign Service Institute. Upon request to 
submit a formal proposal on the subjects which they could teach, they offered 
to provide 2 weeks instruction each month, on the basis of 1,200 students per 
year, for a minimum guaranteed amount of $120,000. The Foreign Service In- 
stitute further advised that they could not “tailor” their instruction to fit De- 
partment of Defense requirements. Thus from a standpoint of economy and 
effectiveness, it was decided that all instruction should be conducted under the 
direction of one agency. 

After considerable interservice study of the problem a recommendation that 
the school be operated on a contract basis by an educational organization was 
approved by the ASD (ISA). In order to have a basis for contracting, it was 
necessary to prepare a relatively detailed requirement for operating the school 
and a basic curriculum. Due to the nature of the school it is essential that the 
technical qualifications of the director be passed upon by the DOD. In order to 
save expense and duplication of effort it was desired that a consultant should be 
employed to do the preparatory work who would also be suitable to the DOD 
as a director in case the contractor decided to hire him, though without any 
commitment or obligation on the part of the contractor to select such an indi- 
vidual. Nominations from all military departments and other sources were 
carefully screened. 

In January of 1958, Henry C. Newton, a retired brigadier general, with a 
distinguished record in setting up and administering military schools and 
knowledge of specialized military duty abroad was employed and directed to 
prepare a proposal and information suitable for development of bids. Mean- 
while, the Office of the Secretary of Defense had obtained from the Depart- 
ment of the Army and the Department of the Navy, lists of qualified bidders. 
Six educational institutions and three research agencies were found to have the 
general qualifications required and were invited to submit bids. 

Of the organizations approached, formal bids were received from the Ameri- 
can University, University of Pittsburgh, Harbridge House, and American In- 
stitute for Research. The other institutions which had been offered the oppor- 
tunity to bid indicated that they were not prepared to take on such a project. 
After careful analysis of the four proposals the Department of the Army reec- 
ommended that the contract be negotiated with the American Institute for Re- 
search. In addition to that proposal being the most advantageous from a fee and 
total price factor, other considerations entering into this decision were their 
practical and objective analysis of the problem, vis-a-vis, the more academic 
approach of the universities. Further, this agency was the only one with prior 
knowledge and experience in the operation of the military assistance program 
and the MAAG’s since they had previously accomplished certain classified sur- 
veys in several critical countries for the Department of Defense. 

After careful study of the four proposals and consideration of all factors 
involved, the Office of the Secretary of Defense approved the Department of the 
Army recommendation and a contract effective June 1, 1958, was awarded to 
the American Institute for Research for the establishment and operation of the 
school. 

On February 18, 1958, the Comptroller General testified before the House 
Committee on Foreign Affairs that “the overall administration of the program 
has now been significantly improved. For example, the Department of De 
fense guidance for developing the fiscal year 1959 program is a distinct improve- 
ment over that issued in earlier years.”” However, he also stated, “We believe 
that the proposed training and orientation courses for officers being sent to the 
U.S. military missions overseas is a very good idea, and one that will assist in 
solving current programing problems.” 

Although it had been estimated that a minimum of 6 months would be required 
from the placing of the contract until the formal opening of the school, the 
Department of Defense directed that every effort be made to initiate the course 
of instruction at the earliest possible date. The Institute was formally opened 
and the first class convened on September 2, 1958, or approximately 3 months 
after selection of the contractor. 
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The institute, with the assistance of key Government MAP personnel has done 
an excellent job of training officers in their functions. With the current class, 
597 graduates will have been assigned to 37 countries where we have military 
assistance. Better programing which will result in more efficient use of U.S. 
funds is already beginning to show up in the programing process. MAAG Chiefs 
and the students themselves have expressed themselves as finding the results 
of the school to be well worthwhile. In adition to the 4 weeks of instruction, 
the institute has prepared a series of packets which are sent out to officers 
several months before they arrive at the MAAG so that they may have the addi- 
tional benefits of home study. Though no funds are allowed for this purpose, 
wives of officers are invited to accompany their husbands and attend those 
lectures and other presentations which help to make our MAAG personnel and 
their familiies better representatives of the United States overseas. 

Four weeks ago the Bureau of the Budget issued new criteria for use of 
mangement contracts. The Military Assistance Institute has been reviewed 
in light of this new policy statement and found to be in accordance with this 
policy. 

Two specific questions have been raised with respect to the institute. First, 
why can it not be operated directly by the Government? When asked, the 
Departments of Army, Navy, Air Force, and Foreign Service Institute of State 
Department, replied in essence that they did not have the capability to run this 
highly specialized interservice school. This is not a military school or is its 
eurriculum within the cognizance of any one military department or existing 
school. The Military Assistance Institute provides the necessary concentrated 
technical training. It is an essential operation to train the men who plan, 
program, and implement the multibillion dollar U.S. military assistance 
program abroad. This training, which is peculiar to the needs of key MAP 
personnel ranging from generals and admirals to captains, is designed to make 
optimum use of U.S. dollars abroad and insure effective MAP operations and 
protect our long-range U.S. investment. The policy of the Office of the Secretary 
of Defense has been to avoid direct operations such as this school entails. One of 
the major problems in operating this school is the availability of qualified 
personnel. There are practically no civilians with direct experience in MAAG’s 
or in overseas operation of the military assistance program. There is no special- 
ized military career field for military assistance or any related program which 
would furnish specialists in this area. Normally, repeated or extended assign- 
ments are not made to the military assistance program. Thus the principal 
source of qualified personnel is retired officers who have recent qualifying duty. 
Such personnel are not readily available for Government employment but can 
be employed by the private contractor. 

The contract was let by the Defense Supply Service in accordance with 
approved contracting procedures. The Defense Supply Service has authorized 
final payment on the first contract afer considering all pertinent factors and 
finding that the contractor demonstrated efficiency, economy, and good manage- 
ment in performing the contract. However, the American Institute for Research 
contract is on an annual basis and if it becomes feasible and economical to 
switch to direct Government operation, or if a new policy is adopted, the neces- 
sary changes can be made. As stated previously, it is essential that the course 
be located within communicating distance of Washington because a considerable 
part of the instruction must be given by key officials of the agencies administer- 
ing the program as well as to permit students to visit these Government in- 
stallations as well as Embassies of the countries to which they are to serve. 
The military services had responded to queries by the Office of the Secretary of 
Defense that they had no space available for the purpose in the area. Defense 
Supply Services was in fact renting additional private space in Washington. 
The Arlington Tower site was found to be more suitable and economical 
because (a) most of the space was to be converted from a basement baggage- 
room and the cost as reviewed by the General Services Administration was 
found to be in accordance with established rates and policies for this area; 
(b) the location of the Foreign Service Institute in the same building and 
immediately adjacent to the Military Assistance Institute facilitates the use 
of guest lecturers, language facilities, and other facilities; and (c) the location 
immediately in the same vicinity as the Pentagon and close to the Department 
of State also represents a saving in time and expense. 

In conclusion, the Military Assistance Institute is effectively carrying out its 
mission that will result in improved U.S. operations of the military assistance 
program. 
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STATEMENT OF JOHN C, FLANAGAN, PRESIDENT, AMERICAN INSTITUTE FOR RESEARCH, 
PITTSBURGH, PA., REGARDING THE CONTRACTURAL RELATIONS BETWEEN THE 
AMERICAN INSTITUTE FOR RESEARCH AND THE DEPARTMENT OF DEFENSE FOR THE 
ESTABLISHMENT, OPERATION, AND ADMINISTRATION OF THE MILITARY ASSIST- 
ANCE INSTITUTE . 


In discussing the role of the American Institute for Research in the establish- 
ment, operation, and administration of the Military Assistance Institute, it is 
desirable to define clearly the aspects which are the responsibilities of the 
American Institute for Research. 

The American Institute for Research is responsible for— 

1. The selection and leasing of suitable space for the Military Assistance 
Institute. 

2. The selection and employment of the required staff of administrative and 
instructional personnel. 

8. The development of a detailed program of instruction based on the outlines 
and materials provided by the Office of International Security Affairs of the 
Secretary of Defense; and the adaptation, revision and improvement of the 
initial program of instruction based on studies and experience with this program. 

4. The procurement of the necessary furniture, supplies, equipment, and library 
for the operation of the school. 

5. The performance of other administrative and accounting functions re- 
quired in the establishment and operation of the institute. 

6. The development of specific plans for research and other programs found 
to be necessary or desirable on the basis of experience in administering the 
institute. 

Before discussing the carrying out of these responsibilities, reference will be 
made to the items for which the American Institute for Research did not have 
responsibility. These include the following: 


1. The Defense Department decision regarding the need for such a school 


On the basis of observations made in three different countries included in the 
military assistance program, three members of the American Institute for Re 
search staff reported that there was a need for more effective selection and train- 
ing of MAAG officers being sent to foreign countries. These observations were 
made in the process of interviews with a large sample of these MAAG officers 
in carrying out a project for the Joint Chiefs of Staff on a subcontract basis 
with the Institute for Defense Analysis. 

After some preliminary discussion, an unsolicited proposal dealing with the 
development of procedures for the selection of MAAG officers was submitted 
to the Deputy Assistant Secretary of Defense (ISA) on January 10, 1958. 
Later that month it was learned that the decision had been made to establish 
a school for the training of MAAG officers and inquiry was made as to the 
possible interest of the American Institute for Research in establishing and 
operating such a school on a contract basis. 


2. The Defense Department decision as to whether the school should be estab- 
lished inservice or on a contractual basis 

As indicated above, at the time that the American Institute for Research first 
learned that such a school might be established, it was indicated that it was 
planned to contract for the establishment and operation of the school. The 
American Institute for Research did not participate in this decision. 

It should be noted that the increasing complexity and size of both Government 
and industrial operations has led such organizations to carry out a large part 
of their operations on a contract or subcontract basis. 


8. The determination of the objectives for the school and the original outline of 
the program of instruction 


The experience of the American Institute for Research in studying the opera- 
tion of the military assistance program in foreign countries and the background 
in working for the Department of Defense had led the organization to similar 
conclusions regarding training needs. 


4. The selection of an organization to carry out the contract 


This was clearly a Department of Defense decision. Some of the advantages 
favoring the American Institute for Research as pointed out in response to the 
invitation to bid included the overseas experience in dealing with MAAG officers 
as indicated above; the outstanding record of the organization in carrying out 
projects for various defense agencies; and the administrative efficiency of the 
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American Institute for Research, including the availability of an interested and 
experienced research staff who had been working on other defense projects in 
the Washington area. 

Each of the six aspects for which the American Institute for Research clearly 
has responsibility will be discussed briefly below. 


1. Location and space 


Before submitting a bid for the establishment, operation, and administration 
of the Military Assistance Institute members of the AIR staff canvassed the 
availability of other suitable space for this school. The space in the Tyler 
Building of the Arlington Towers Apartments was reasonably priced and clearly 
superior to anything else available at that time on all counts, 

(a) It was less expensive. Arlington Towers offered 15,558 square feet at 
the rate of $3.75 per square foot, or an average annual rental of $58,344. This 
includes all conversion, janitor services, maintenance, and utilities. The only 
other available space suitable for this school was priced at between $4 and $5 per 
square foot. 

(b) The location is convenient for both the students and the guest lecturers 
from the Defense and State Departments. 

(c) Parking space is provided for the convenience of students, staff, and lec- 
turers. 

(d) The school in this location is adjacent to the Foreign Service Institute 
run by the Department of State at Arlington Towers. 

2. Staff 

The establishment of a school of this type including the development of a 
detailed program of instruction would have been entirely impossible without 
the availability of personnel with extensive experience both with respect to the 
military assistance program and with the cultural aspects of the MAP countries. 

The AIR was very fortunate to be able to find a number of interested, capable, 
and experienced retired officers who were both willing and able to work long 
hours in the development and initiation of this important school. The staffing 
of a comparable department in a university would ordinarily require more than 
ayear’stime. Only 5 of the 18 members of the professional staff receive salaries 
exceeding $8,000 per year and only one above $10,000. Similarly, only 5 of 
the 15 typists, secretaries, and technical assistants receive more than $300 
per month. 

In addition to their military experience, all but two of the members of the 
professional staff had extended periods of duty in oversea assignments in areas 
served by the military assistance program. 

The American Institute for Research has been fortunate in obtaining a staff 
of outstanding quality at very reasonable cost. It has been estimated that 
active duty military and civil service personnel would cost $85,000 more annually 
based upon current pay scales for these classes of personnel. 


3. Program of instruction 


As indicated above, the objectives and outline of the program of instruction 
were established by the Office of International Security Affairs of the Secretary 
of Defense. Members of the research staff of the American Institute for Re- 
search and the newly recruited instructional staff of the Military Assistance 
Institute worked very closely with the staffs of the Department of Defense and 
the Department of State during the summer and in subsequent months in de- 
veloping and improving the program of instruction. Although it is too soon 
for an accurate evaluation of the effectiveness of this training based on the 
performance of the new MAAG officers in their overseas assignments, preliminary 
indications are that substantial increases in the effectiveness of our military 
assistance program can be expected as a result of this training program. 


4. Furnishings and equipment 


In selecting the furnishings and equipment for the school and library, bids 
were obtained from a very large number of suppliers and good quality, durable 
items were obtained at prices comparable to those given Government purchasers. 

Title to all items of furniture and equipment will revert to the Government 
at the completion of the contract. Representatives of the Bureau of the Budget 
reviewed the items and space and agreed that they were reasonable. 


5. Administration and accounting 


The business office of the American Institute for Research has handled all 
functions of accounting and disbursement. The efficiency of this office has 
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enabled prompt payment of bills and prompt auditing of accounts by the local 
Department of Defense cost inspector and the Defense Supply Services of the 
Department of the Army. 


6. Program planning 


In addition to improving the program of instruction through experience 
and the comments of students and the instructional staff, considerable attention 
has been given by the administrative staff of the American Institute for Research 
to the general problem of the ways in which the effectiveness of MAAG personnel 
can be improved. As a result of these studies, plans have been prepared for 
a project to collect comprehensive information from personnel returning from 
MAAG assignments for use as a basis for developing revised manuals on ad- 
visory techniques for MAAG personnel. Preliminary work has also been done 
on identifying and preparing plans for other projects to improve the effective- 
ness of the military assistance program. 

To clarify the role of the American Institute for Research in establishing 
and operating the Military Assistance Institute for the Department of Defense, 
a brief description is provided of the nature of the organization and the func- 
tions it performs in carrying out projects for Government, private, and philan- 
thropic agencies. 

The American Institute for Research is a nonprofit corporation independent 
of any other agency or institution. The organization provides research services 
on problems of selecting, training, and utilizing personnel, and also carries out 
related service programs. The organization has a total staff of 120 full-time 
employees. Most of the professional staff have graduate training, and more than 
25 have the Ph.D. degree. The staff has completed about 200 studies in the past 
12 years and are currently working on 28 projects, 16 of which are for various 
agencies of the Federal Government. 

These projects have developed either from invitations to bid on which the 
organization has submitted plans and proposed budgets or unsolicited proposals 
prepared by the staff on the basis of their identification of needs. 

The professional staff is divided into functional teams or programs which 
specialize in various areas. Each program is directed by a senior research 
scientist recognized as a leading authority in his field. This organization pro- 
vides the necessary continuity between past, current, and future projects in 
each area. It brings to bear on each new project the accumulated experience 
of people devoting their careers to this kind of problem. 

At the present time there are eight active programs at the American Institute 
for Research. One program is the Military Assistance Institute and this pro- 
gram is directed by Brig. Gen. Henry C. Newton (retired). General Newton 
renders a weekly report to the president and director of research on the opera- 
tion of his program. These weekly reports cover action taken to reach project 
objectives, pending decisions, personnel matters, budgetary matters, and recom- 
mendations. These reports are reviewed and assistance to the program director 
is given where necessary. 

Each director is given as much responsibility for the successful completion 
of his projects as possible within the limits set by organizational policies. These 
responsibilities include recommending personnel and budgetary changes in proj- 
ects, evaluation of the performance of program personnel, and liaison with 
sponsors. 

The financial statement for the last fiscal year of the operation of the American 
Institute for Research indicates receipts for all projects during the year of 
$713,562. The organization ordinarily contracts to carry out projects on a cost 
plus a fee basis. The fees provide funds for basic research and development 
projects which are essential to the efficient operation of the overall program of 
the institute. 

Standard cost accounting procedures are used in the administration of the 
various projects allocating certain costs as direct costs and certain costs as 
indirect costs. This allocation usually results in such items as rent, utilities, 
general supplies and services, salaries of the buiness manager, personnel of- 
ficer, accountant, librarian, switchboard operator, custodian, president, asso- 
ciate director of research and the supporting staffs of these individuals, and 
insurance, social security, and related benefits being charged as indirect costs. 

The proportion of costs which is allocated to each project varies according 
to location, services provided by the sponsoring agency, etc. The rate estab- 
lished for the Military Assistance Institute by the local representatives of the 
Department of Defense auditing agencies is 21.4 precent of the direct salaries 
and wages costs of the Military Assistance Institute. Such rates are provi- 
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sional and are fixed only after the completion of the year at which time the 
Government auditing agencies determine the total amount of allowable indirect 
costs and fix the fair share by means of appropriate percentage rates for each 
project active during the fiscal year. 

As a nonprofit corporation any excess of income over expenditures during 
the year is carried forward for future use in the organization’s research and 
development program. 

The salaries of the president and key personnel are established by the board 
of directors. Other salaries are established by the president on the basis of 
recommendations from the directors of various programs. The organization, 
of course, has no system of dividends, bonuses, or similar financial incentives. 
The salary structure in general parallels Government salary scales, although it 
is not identical to these scales. The salary schedules now in effect have been 
approved by appropriate auditors of the Army, Navy, and Air Force. 

Further details regarding the American Institute for Research can be found 
in the just published annual report. 


Mr. Davis. Temporarily, we are going to recess for the day. The 
House meets this afternoon. We will set another date and will no- 
tify you. In the meantime there is some information that has been 
requested for the record which we will ask that you supply. We will 
notify you then when the date is set for the continuation of the hear- 
ing. 

Thank you very much, all of you. 

Mr. Hotcompse. Thank you. 

PP Davis. The committee will adjourn subject to the call of the 
hair. 

(Whereupon, at 12 o’clock noon, March 24, 1959, the committee ad- 
journed, subject to the call of the Chair.) 
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CONTRACTING OUT GOVERNMENT RESPONSIBILITY 
FOR ADMINISTRATIVE AND MANAGEMENT 
SERVICES 


Part 1—Military Assistance Institute 


WEDNESDAY, APRIL 22, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Manpower UTILIzaTION 
OF THE CoMMITTEE ON Post Orrice AND Civit SERVICE, 
Washington, D.C. 

The committee met at 10 a.m., in room 213, Old House Office Build- 
ing, Hon. Ralph J. Scott (acting chairman of the subcommittee) pre- 
siding. 

Mr. Scorr. The subcommittee will come to order, please. 

I have a brief statement to read. 

Before we resume hearing testimony this morning from witnesses 
representing the Department of Defense, the American Institute for 
Research, and the Military Assistance Institute, I wish to emphasize 
some questions that our sohreospenitin originally raised at the begin- 
ning of our hearings on March 23, These questions are: 

1. Is the training of aan eapecially military personnel, a 
basic mission of the tailitary departments ? 

2. If so, does the Department of Defense consider it wise to con- 
tract out such basic operations ? 

3. Can the Defense Department within its own capabilities operate 
efficiently and economically the Military Assistance Institute? If 
not, why not? 

4. Are our Federal employees qualified and available to perform 
this work ? 

In the course of 2 days of public hearings and a closed session 
yesterday, in which we discussed certain classified information relat- 
ing to the establishment of the institute, we have to date received only 
partial or incomplete answers to these questions. In turn, the hear- 
ings have brought out many new questions. 

Our subcommittee has noted with interest the statement by one of 
the Defense Department witnesses, Mr. John Holcombe, indicating 
that the services did not have the capability insofar as space was con- 
cerned to run this school. We have not been shown the reactions of 
the military departments as to their abilities to operate such a school. 

The following question has arisen several times during the hear- 
ings: “Did anyone in the Defense Department give consideration 
either to calling back to active duty these retired military officers who 
are operating this training school, or to using civilian or military per- 


sonnel alr eady at work with the Defense Department ?” . 
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Testimony has been given by Dr. Flanagan that the cost-plus fee 
contract by the American Institute for Research saved the Govern 
ment about $85,000 a year as compared to the use of Government em- 
ployees in the operation of this school. An analysis of the current 
yayroll of the Military Assistance Institute indicates an entirely dif- 
ferent situation. This contractual arrangement is actually costing 
the Government in excess of $33,000 a year as compared to what it is 
estimated a Government-operated school would cost. 

Our committee has also noted with concern that the Military 
Assistance Institute has a staff of 34 persons with a total salary in 
excess of $285,000 a year to train fewer than 90 students. This mili- 
tary school has only 6 instructors, but there are 28 other employees, 
including an operations officer, assistant operations officer, director of 
administration, and deputy director of administration. 

I hope that we will be able to resolve several of these items, for as 
I stated at the beginning of this hearing, our subcommittee is very 
much disturbed by the current vogue in the Government to contract 
out work historically performed by Government civilian employees. 
This policy is not only causing career Government employees to lose 
their jobs, but it at times reduces the effective utilization of our man- 
power and frequently inflates the overall costs of the defense effort. 

We are glad to have as witnesses today Dr. John Flanagan, Gen. 
H. C. Newton, Brig. Gen. William L. Hardick, Col. James L. Kaiser, 
and Mr. Gus C. Lee. 

General Newton, I believed you have a prepared statement. 


STATEMENT OF BRIG. GEN. H. C. NEWTON, USA (RETIRED), DIREC- 
TOR, MILITARY ASSISTANCE INSTITUTE, ARLINGTON, VA. 


General Newron. Mr. Chairman, I am happy to appear before this 
committee to discuss the Military Assistance Institute and the part 
that I may have had in bringing it into being, and my functions as its 
director. 

My military background, particularly in the field of military educ¢ 
tion, is undoubtedly “of interest to the committee. I was commissioned 
a second lieuten: ant, Field Artillery, in 1918, and returned to civilian 
life with a Reserve commission after World War I. After graduation 
from the Infantry School, Fort Benning, Ga., in early 1941, I entered 
active Federal service with the 160th Infantry. Shortly thereafter, 
I became director of training at the Armored Force Training Center, 
Fort Knox, Ky. In June 1941, I organized the armored force officers? 
school and commanded this school until it was phased out in January 
1943. I served with the 12th Armored Division, on the staff of the 
Mediterranean theater of operations, and the European theater of 
operations until cessation of hostilities. 

In January 1945, I was selected by the commanding general of the 
newly created tactical force, known as the U.S. Constabulary, to 
organize and command the constabulary school located in Germany. 
With its close in July 1948, I was assigned to command the Kitzengen 
Training Center, the largest training and school center in Germany. 

In July of 1950 I returned to the United States and was ordered to 
the U.S. Army Intelligence School, Fort Holabird, Md., where I 
reorganized the school and served as assistant commandant until 
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October 1952. I was then transferred to the Armored School, Fort 
Knox, Ky., where I served in turn as director of instruction, deputy 
assistant commandant, and assistant commandant, until I retired in 
July 1956. 

Of my 16 years of continuous Federal service, 14 were spent in com- 
mand or senior staff positions in five Army schools. As a Reserve of- 
ficer on extended active duty, I was able to specialize in education and 
training and thus I have had continuous duty in the field of military 
education. 

I have constructive credit for most senior military schools, up to and 
including the National War College. I am prepared to provide the 
committee with a complete biogr: aphy and copies of citations, letters 
of commendation, et cetera, which will indicate my experience in the 
military school system and my qualifications for the position I now 
hold. 

I first became aware of the military assistance advisory group 
(MAAG) school project on October 22, 1957, when I made a personal 
visit to Mr. Roger Ernst, Office of abet Secretary of Defense 
(ISA), who had served with me in Germany. I had just returned 
from a year’s travel in Europe, following my retirement at Fort Knox, 
and had decided to reside in W ashington—with no particular thought 
of employment. Mr. Ernst told me that the Department of Defense 
was looking for an officer with considerable school experience as a con- 
sultant concerning a school to train military assistance personnel. 
Although I had directed or comanded five militar y schools during the 
past 16 years, I was not particularly interested since I was enjoying 
retirement. On November 6, 1957, I was contacted by Col. R. S. Eld- 
ridge, of DCS/OPS, Department of the Army, who had an action 
paper, requiring Department of the Army to recommend a candidate 
for the same undertaking. I gave him permission to include my name 
in the list to be submitted by the Department of the Army. Inct- 
dentally, the officer who called me had been a student of mine in two 
different schools. 

Mr. Gross. At that point, before you go any further, General New- 
ton, may I ask this question. You never served as a MAAG officer 
directly at any time in your military career ¢ 

General Newton. No, not as a MAAG officer, but at Fort Knox I 
trained all allied officers in armor, coming from some 37 different coun- 
tries, where we had MAAG establishments. 

Mr. Gross. But you never had any MAAG experience ? 

General Newton. No, sir. 

Mr. Gross. Thank you. 

General Newron. On November 8, 1957, Mr. Ernst called and asked 
me to come in and discuss my possible employment with Mr. John L. 
Holcombe, Director, Office of Programing and Control, OASD(ISA), 
who has appeared before the committee. This led to further inter- 
views which resulted in my appointment as consultant on January 18, 
1958. I hope it is clear that I did not seek this position as consultant— 
T was sought. 

The mission given me in a conference with Lt. Gen. Clovis E. Byers, 
Military Adviser to Assistant Secretary of Defense (ISA), Mr. John 
L. Holcombe, and Col. James L. Kaiser, Assistant for MAAG Organi- 
zation and Management, OP&C, OASD(ISA), was to plan a school 
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for the training of officers assigned to duties involving the military 
assistance program. My instructions were in response to orders of the 
Secretary of Defense that a MAAG training course would be 
established. 

The Assistant Secretary of Defense (ISA) directed that the Depart- 
ment of the Army assume executive responsibility for the school which 
was to be operated under contract with a civilian agency to be selected 
by the Department of the Army. It further required that the Depart- 
ment of the Army review the contract negotiated with the civilian 
agency to ascertain that such contract was in compliance with DOD 
policies. The Department of the Army designated the Office, Deputy 
Chief of Staff for Operations (DCS/OPS), as the action agency and, 
as such, to review and evaluate the proposals received and prepare the 
necessary recommendations for transmittal by the Department of the 
Army to the Assistant Secretary of Defense (ISA). 

As a consultant, I was not a part of any particular staff—I was 
only in the position of developing recommendations for the OASD 
(ISA) and the DCS/OPS, Department of the Army, which might 
or might not be accepted. Any recommendation which I might make 
to either of these agencies could be acted upon only as they deemed 
appropriate. 

Insofar as the Assistant Secretary of Defense (ISA) was concerned, 
my functions were to— 

(a) Develop a suitable program of instruction for the course. 

(6) Study the dossiers of available retired officers and civilian per- 
sonnel to develop a nucleus of individuals familiar with the MAP 
and in the operation of a military school around which the staff and 
faculty of the school could be developed. This list would be made 
available to the contractor for final screening and employment if he 
so desired. 

(c) Study the requirements for furniture, fixtures, training aids, 
library, reproduction equipment, et cetera, necessary for the operation 
of the school. 

(d) Develop a suitable packet of instructional material, including 
language records, to be forwarded to each student upon receipt of 
MAAG assignment orders. 

I have that packet here, and I can show it to the committee and 
explain it in detail. 

(e) Coordinate with the three services the student load based upon 
11 classes per year, with an approximate total of 1,200 students to be 
trained annually. 

(f) Develop a proposed layout for the school plant, and determine 
space requirements. 

(g) Compile a list of universities, colleges, and research organiza- 
tions which might be interested in the project. Provide each of the 
interested organizations with suitable material upon which they could 
base a proposal if they so desired. 

(A) Coordinate all pertinent activities with DCS/OPS in view of 
their responsibility as éxecutive agent. 

I prepared a document entitled, “Contract Factors,” in order to 
provide sufficient information upon which a proposal could be pre- 
yared. This was a rather voluminous document and was delivered to 

dr. R. L. Allen, DCS/OPS, on February 24, 1958, and after staffing, 


rr 





ww 


EE EL 


ADMINISTRATIVE AND MANAGEMENT SERVICES 73 


was approved by Lieutenant General Eddleman, the Deputy Chief of 
Staff, Operations (DCS/OPS), and returned to me. 

In connection with the development of the project it was necessary 
to determine those organizations which might be interested in sub- 
mitting proposals. A list was prepared from information in the files 
made available to me, discussions with Dr. Allen and Brig. Gen. T. F. 
Bogart, Training Division, DCS/OPS; and Mr. Holcome and various 
persons in his office who had been engaged in the preliminary planning. 
The following organizations were considered competent and I con- 
sulted them in connection with the development of the program of 
instruction, method of operating, and the factors necessary for the 
preparation of a proposal: (a) The American University ; (6) George- 
town University; (c) George Washington University; (d) Johns 
Hopkins University; (e) The Catholic University of America; (/) 
University of Pittsburgh; (7) Harbridge House; (2) Overseas Train- 
ing and Research, Inc., and (2) the American Institute for Research. 

It would have been possible for the Department of the Army to 
have selected any one of the above organizations which they considered 
particularly well qualified to undertake the project, and negotiated a 
contract on a direct basis without seeking proposals. 

Of the organizations enumerated above, the following four sub- 
mitted proposals: (a) University of Pittsburgh; (6) the American 
University; (c) Harbridge House, and (d) the American Institute 
for Research. 

Georgetown, Johns Hopkins, and Catholic Universities did not 
submit proposals since each felt that they could not assume this addi- 
tional responsibility in view of their own expansion programs and 
the difficulties encountered in faculty recruitment. Letters were re- 
ceived from each of these institutions explaining their respective posi- 
tions. George Washington University desired additional time beyond 
April 18, 1958, to further study the problem without any indication 
that they would submit a proposal. The Overseas Research and 
Training, Inc., did not indicate any reason for not submitting a 
proposal. 

Between April 17-21, I submitted all four proposals, without any 
recommendation, to Dr. Allen, DCS/OPS, for review and recommen- 
dation to the OASD(ISA). This was in accordance with the pre- 
viously established policy that the Department of the Army would be 
responsible for the selection of a contractor and the negotiation of a 
contract. On or about April 23, Dr. Allen advised me that the four 
i ee had been reviewed and that both he and Brigadier General 

ogart had individually selected the American Institute for Research. 
I then advised Dr. Allen that I concurred in the selection. In other 
words, three experienced individuals in the field of training had ar- 
rived independently at a decision as to the most suitable organization 
with which to negotiate a contract. I then advised Mr. John L. Hol- 
combe, Director, OP&C, OASD(ISA), and Lieutenant General Byers, 
Military Adviser to Assistant Secretary of Defense (ISA), of the 
decision transmitted to me by Dr. Allen and provided them with copies 
of all proposals for their review. 

Mr. Gross. If I may interrupt at this point, just to keep the record 
straight. This Assistant Secretary of Defense that you are talking 
about is Mr. Ernst; is that correct ? 
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General Newton. Oh, no. At that time, Mr. Gross, it was Mr. 
Sprague. ' 

Mr. Gross. Well, over here you talk about Mr. Ernst, that being the 
first man to approach you on this subject. Is that not what you said ‘ 

General Newron. No. I went in to see Roger Ernst, because I knew 
him so well. It was purely a social call. We had been friends for 
years. 

Mr. Gross. Oh, that was a social call ? 

General Newron. Yes. And then he told me of this school, knowing 
of my school background. He is in the Office of the Assistant Secretary 
of Defense. 

Mr. Gross. Then the Assistant Secretary of Defense you are talking 
about is Mr. Sprague / 

General Newton. At that time, yes. It is now Mr. Irwin. 

Mr. Gross. All right. 

General Newton. After thorough staffing, Lieutenant General Ed- 
dleman, DCS/OPS, formally approved the recommendation of his 
staff with respect to selection of the American Institute for Research, 
and on May 5, 1958, the Deputy Assistant Secretary of Defense (ISA), 
Mr. John N. Irwin II, approved the recommendation of the Depart- 
ment of the Army, and signed a directive to the Defense Supply Agen- 
cy to negotiate the contract. 

The Defense Supply Agency, Mr. Coffin, started negotiations on the 
contract with the American Institute for Research on or about May 8, 

1958. As soon as this had been initiated, I turned over to the con- 
tractor all the dossiers of the retired and other personnel that I had 
been interviewing, including my own. I was one of the group 
screened and interviewed by the American Institute for Research as 
a part of theiremployment processing. After tlie contract was signed 
by the American Institute for Research on June 5, 1958, I was offered 
the position of director, and accepted. By June 20, 1958, nine key 
employees had joined the Military Assistance Institute staff. 

The school was formally opened with 81 students in class No. 1, on 
September 2, 1958. 

I will say that the time between June 20 and September 2, 1958, 
represented to me personally the most strenuous and challenging op- 
eration in which I had ever participated. The mission was accom- 
plished through the hard work and dogged determination of a small, 
well-knit, dedicated group of men who sincerely believed they were 
making a major contribution to the cold-war effort and to the greater 
security of the United States. . 

The objective of the Military Assistance Institute is to provide an 
effective means of indoctrinating personnel of the Department of De- 
fense selected for overseas assignments, involving the military assist- 
ance program, in the aims, missions, and role of the U.S. Government 
under that program. 

The course lasts 4 weeks. The quota established is 100 students per 
class, divided approximately 70 percent Army, 15 percent Navy, and 
15 percent Air Force. The school organization is quite simple: it 
consists of the Director, who has the overall responsiblity, and under 
him two major subdivisions, namely, instruction and administration. 

(a) The director of instruction is responsible for programs and 
schedules, instructional material, coordination of research, training 
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aids, and instructional staff, including guest speakers and panel 
members. 

(6) The director of administration is responsible for student 
processing, supply and purchasing, budget preparation, property 
records, reproduction facilities, and the libr: ary 

To accomplish the training mission, the program of instruction is 
grouped into five general categories as follows : 

(1) General background.—Foreign, military, and economic policies 
of the United States (and the treaties under which the military as- 
sistance program operates) ; the operation of other Federal agencies 
composing the country team and their relationships to the MAAG. 

(2) Communism and the cold war.—Strategy and tactics of com- 
munism, its philosophy, objectives, and techniques, pertaining espe- 
cially to the areas in which MA AG's are stationed. 

(3) Military assistance program.—Policies, programing, reporting 
systems, and activities of the three services under the Mé AP; analysis 
of a country’s resources to determine their capability to supply and 
maintain their own defense forces; programing, receipt, storage, and 
maintenance of equipment. 

(4) Country study.—Lectures, research, forums, and so forth, to 
train the officer to work etfectively with the ‘people of the host country, 
including trips to the embassies, indoctrination films, panels, special 
briefings, and so forth. 

(5) Technical training.—In specialized training the class is divided 
into three groups: (a) Those who will serve on the planning staff 
are given additional instruction in materiel programing; (4) general 
and flag officers receive high-level briefings at DOD, State, ICA, and 
so forth; (¢) those who will serve as advisers receive additional in- 
structions in the Militar y Establishment, habits, religion, customs, and 
belief of the people of the country of their assignment. 

Students are generally alerted by the military departments for 
their overseas assignments 4 months prior to reporting to the Insti- 
tute. To further assist in the training of the individual, a packet of 
instructional material is forwarded to the student approximately 3 
months before his MAI reporting date. That is this packet that I 
have here. The contents are as follows: (a) A study pamphlet on 
the geography, history, and political characteristics of the area, as 
well as a textbook on the country for further study; (4) station report 
containing current information on living conditions in the host coun- 
try, various rules and regulations, and so forth, essential for planning 
purposes; (c) a series of documets issued by the Department of State 
and Department of Defense giving the background history of the 
mutual security program; (d) language familiarization records, in- 
cluding a language g guide and phrase book ; (e) documents in English 
from the appropriate Washington embassy giving the more colorful 
aspects of the country, its tr aditions and cultures. The student thus 
has an opportunity to plan and familiarize himself with the U.S. 
program, as well as the history, traditions, and cultures of the country 
to which he is being assigned. 

Initially, the class receives a portion of instruction asa unit. They 
are then broken down into regional groups (Far East, Near East, 
Europe, Latin America), and are finally broken down into country 
groups. The average class consists of students assigned to from 14 
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to 24 different countries. Dividing the class into this number of 
small groups requires many more hours of instruction than any one 
student receives. To handle these small groups concurrently requires 
the participation of not only the instructors but also the entire pro- 
fessional staff. 

No other service school under the Department of Defense, to my 
knowledge, provides this type of instruction. Our course differs from 
that of the Foreign Service Institute and the ICA school in that it 
trains military personnel exclusively, for a specific assignment of a 
highly technical nature. While certain units of instruction may be 
comparable, in our school the subject matter is definitely directed 
toward the military aspects of the mutual security program. 

With the graduation of class No. 7 on May 1, 1959, the school will 
have gr aduated 669 students ser ving in 40 different countries. 

This highly concentrated course of instruction is accomplishing its 
mission in an effective fashion and, in my opinion, provides the most 
practical means for the training of military personnel for such com- 
plex and important assignments. 

Mr. Scorr. General, were you at any time contacted by the Defense 
Department relative to returning to active duty to oper rate a Military 
Assistance Advisory Group school ? 

General Newton. No, sir; I was not. 

Mr. Scorr. If you had aoe, what would have been your reaction 
to returning to active duty ? 

General Newton. I would have returned to active duty, sir, for this 
particular purpose. 

Mr. Scorr. Was it generally understood between you and officials 
in the Office of the Secretary of Defense that you would head up the 
training school ? 

General Newton. I was to be made available to the successful con- 
tractor, providing he wished to employ me. 

Mr. Scorr. Who actually selected you as a director ? 

General Newton. As a director? The contractor, after he signed 
the contract. 

Mr. Scorr. When? 

General Newton. I believe about June 9. 

Mr. Scorr. Who chose the various members of your staff? 

General Newton. They did. You see, I had these dossiers. Do 
you want me to tell about that ? 

They were given to me by Colonel Kaiser. 

Mr. Scorr. Colonel Kaiser? 

Colonel Katser. In looking for people qualified that might be able 
to teach military assistance work, we asked all three of the military 
departments to provide the name of anybody possibly available. 
While doing that, I was referred to the Department of Labor and 
called a Mrs. Hardesty in the employment office there, who screened 
the records of their employment office. In addition, I sent over a 
Lieutenant Colonel Ungerleider to go over and review personally 
every record of anybody with any military assistance background, 
and background in foreign operations, who might be available for 
employment i ina professional capacity. 

They then brought over a group of dossiers, I believe about 30, which 
we started screening. In the meantime, w hen General Newton came 
on, those were turned over to him. An alert had still been placed 
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with all the military departments, as well as the Department of Labor 
Employment Bureau, to continue to send over to General Newton any 
dossier which might indicate a candidate for employment in this type 
of work. 

Mr. Scorr. General Newton, what previous association did you 
have, if any, with the members of the staff? The staff of the insti- 
tute ? 

General Newton. You mean as I was going over these dossiers ? 

Mr. Scorr. Yes. 

General Newron. Well, let me see, only one. I knew the rest by 
reputation. In other words, I knew General Smyth by reputation. I 
knew General Royce by reputation. 

Mr. Gross. Would the chairman yield at that point? 

Mr. Scorr. Yes. 

Mr. Gross. You were going to the Department of Labor. Do they 
keep records of military personnel over there ? 

Colonel Kaiser. Yes, sir. They have a department over there 
which is an employment office for retired personnel. 

Mr. Gross. Military as well as civilian ? 

Colonel Kaiser. Any kind of retired personnel. They have one 
department in which they attempt to place them. It is a matter of, I 
believe, to a degree overall Government policy, to attempt in our school 
system ‘to utilize retired personnel. And this is one way that they are 
obtained. 

Mr. Gross. In the school system? You mean the public school sys- 
tem of America? 

Colonel Kaiser. In the school system of America our shortage of 
teachers is being solved now to some extent by using retired people. 

Mr. Lee. We in the Defense Department have encouraged officers 
about to retire who may have had previous experience in mathematics 
or one of the sciences to apply to local high schools, where in a com- 
munity they have retired, and see if they are interested in these retired 
officers accepting teaching. 

For example, in a local school out in Maryland, my youngster has 
a retired colonel who is teaching there. Apparently this office to which 
Colonel Kaiser refers has the requirements for some of the communi- 
ties which have shortages of senclica’s over the country. 

I think that is what - you had reference to. 

Colonel Kaiser. That is correct. 

Mr. Gross. That would include retired psychologists, too, would it 
not ¢ 

Mr. Ler. Yes, sir; so far as I know. 

Mr. Gross. Did you go to the Office of Defense Mobilization? I am 
sure it was still in existence. Did you go to them to see whether they 
could help you ? 

Colonel Katsrr. No, sir, I am not familiar with that office. 

Mr. Gross. Not familiar with the Office of Defense Mobilization ? 
We have been spending a lot of money on it. 

Colonel Kaiser. No, sir. We went to the three military depart- 
ments and asked them to use their sources to determine any personnel 
that might be available, their personnel departments, and it was 
through the Army personnel office that I found out about the Depart- 
ment of Labor having a Government employment office. 
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Mr. JoHaNseN. Would the chairman yield for a moment? I want 
to get one point clear for the record. 

Would you state again the date on which you were asked to head 
this school, after the contract had been awarded? I mean 
approximately. 

General Newton. I think it was about the 8th or 9th of June. The 
contract was signed on a Wednesday or Thursday. 

Mr. JoHansen. Had there been any discussion with you prior to 
that time ne to the possibility of your heading the school / 

General Newton. No, sir; nothing more than the briefing -which 
I gave all the contr actors, that we were selecting this nucleus of per- 
sonnel to be made available in case they wished to employ them. 

Mr. JouHansen. The reason I asked the question and the point I 
am trying to clear up is because of the letter from J. Sterling Living- 
ston, president of the Overseas Education Corp. and president of 
Harbridge House, Inc., under date of April 10, 1958, in which he 
says: 

Since it is understand that Brig. Gen. Henry C. Newton, U.S. Army, (retired), 
will be director of the proposed MAAG school, we plan to appoint 





and he names another gentleman— 
as the deputy director of the school. 

General Newton. I can only interpret the way Dr. Livingston in 
turn interpreted my remarks to him. It was purely on the basis that 
I would be available along with these other officers who had the tech- 
nique of school operations, plus the officers who had the technique of 
MAAG operations. Dr. Livingston evidently included that as a fact, 
you see, because it was a question of his being satisfied with the people 
we selected in this small nucleus to operate “the school, around which 
the rest of the faculty would be developed. It was offered to him. 
He could take it or reject it as he saw fit. 

Dr. FranaGan. In negotiating the contract with the eet 
of the Army, it was our clear understanding, and I am sure it wa 
the understanding of the people in the Department of the Army, that 
we had complete freedom to select anybody we chose to run this 
Military Assistance Institute and to staff it. Now, we of course had 
talked with General Newton. We know of his availability. And we 
were very happy that he was available to run the school. But there 
was no pressure on us from anybody in the Army and no agreement 
as far as General Newton was concerned about his possible future 
employment by us. 

Mr. Gross. Will the gentleman yield ? 

As I understand it, you paid a social call on Assistant Secretary 
Ernst. That was the first thing that brought you into this. Is that 
correct ? 

General Newton. Yes, I have been in touch with him since our 
separation fiom military service. I knew him and knew his family. 
So that was purely a social call. 

Mr. Gross. Had you known Mr. Holcombe before that ? 

General Newton. No; I had never met Mr. Holcombe. 

Let me straighten that out. Mr. Ernst is not Assistant Secretary. 
He is in the Office of the Assistant Secretary of Defense. He is one 
of the planners. He is not the Assistant Secretary of Defense. I 
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went in to see him just like—when I had returned from Europe I 
came up to see two or three of my friends in the Congress. I had no 
idea there was any type of aschool. Roger thought T was going back 
to Los Angeles, and I said “No.” We have been there and decided to 
live in Washington. 

Mr. Gross. When did you first become acquainted with Mr. 
Holcombe? 

General Newton. On the eighth of November. ‘That is when Mr. 
Ernst called me and asked me to come in to discuss my possible em- 
ployment with Mr. Holcombe. It was the first time I had met him. 

Mr. Gross. Who was Mr. Holcombe doing business with all this 
time? Hecame into this picture and was brought back for the specific 
purpose of organizing this program, early in 1956, as I recall his testi- 
mony. And you did not meet him until when ? 

General Newron. November 8 

Mr. Gross November 8, 1957 , 

General Newton. Yes. Mr. Ernst called me at my apartment and 
asked me to come in and meet Mr. Holcombe. That was the first time 
I had ever met the gentleman. 

Mr. Gross. You had no contact with him prior to that time? 

General Newron. No, sir. 

Mr. Gross. Had he prepared anything? Did he have any plans or 
anything else for this school at this time ¢ 

General Newron. Yes; he discussed it with me. 

Mr. Gross. Did he have anything in writing? 

General Newron. Not that he showed me. I think it was largely 
to talk to me and find out something about my school background. 
That is the way I construed it. 

Mr. Gross. Despite the fact that he had been on the job, by his own 
testimony, since early in 1956, nothing had been done until he con- 
tacted you. You took the ball from ‘there. Is that correct? 

General Newton. I cannot state as to what Mr. Holcombe had done 
during that period of time, Mr. Gross. 

Mr. Gross. At least, he did not give you much assistance, did he? 

a. Newron. It was largely for him, I guess, to sort of analyze 
me. I do not know. But was it not at that time that they were 
interviewing people ? 

Mr. Gross. So then your later dealings were with Assistant Secre- 
tary Sprague. Is that correct? 

General Newron. I next had an interview with General Byers, Mr. 
Irwin, and then Mr. Sprague. 

Mr. Gross. General Byers, again, is who? 

General Newron. Lieutenant General Byers is the military ad- 
viser to the Assistant Secretary of Defense, ISA. 

Mr. Gross. International Sec urity Agency ? 

General Newron. Yes, sir. He is his military adviser, Mr. Gross. 
And Mr. Sprague was then the Assistant Secretary for ISA. 

Mr. Gross. And so it was Mr. Sprague who put you on the job? 

General Newton. The final decision, I presume. 

Mr. Gross. As a consultant; is that correct ? 

General Newton. I presume it would be Mr. Sprague. 

Mr. Gross. Who put you on as a consultant in this matter? Mr. 
Sprague ? 

General Newron. Yes. That would be correct. 
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Mr. Gross. And then he was the man who directed you to go ahead 
with this? 

General Newton. Yes, sir. Of course, I got my detailed directions 
from his staff. 

Mr. Gross. When did Assistant Secretary Irwin come into the pic 
ture, as far as you were concerned ? 

General Newron. About the same time. I think he was present 
in the conference, also, as I remember. 

Mr. Gross. Then you have two Assistant Secretaries ? 

General Newton. No; one is the Deputy, Mr. Gross. Mr. Irwin 
is now in Mr. Sprague’s position. Mr. Sprague has resigned. 

Mr. Gross. Did you make the decision, or did somebody else, as to 
the use of Arlington Towers to house this school ? 

General Newton. Mr. Holcombe covered that in his testimony 

Mr. Gross. Who made the decision? Can you tell me that? 

General Newron. I think the ultimate decision will be made by 
the contractor, because it was his decision to get space. 

Mr. Gross. So it was Dr. Flanagan who made the ultimate decision 
to go into Arlington Towers ? 

General Newron. Yes. 

Mr. Gross. Did you help on that ? 

General Newron. Yes. I studied the space in Arlington Towers, 
because when I contacted Foreign Service Institute, they had this 
space available. 

Mr. Gross. And you did that while you were a consultant? 

General Newron. Yes, sir. 

Mr. Gross. That was before you were on Dr. Flanagan’s payroll; 
is that correct ? 

General Newton. Yes, sir. 

Mr. Gross. But you were helping him get orders from Arlington 
Towers ? 

General Newron. I was concerned with getting space for the school, 
which would be available to any contractor, in connection with the 
volume of space which would be required. That was offered to all of 
them uniformly. 

Mr. Gross. So you are saying that it was Dr. Flanagan’s sole de- 
cision that this was located in Arlington Towers ? 

General Newton. I would say “Yes,” because they had the responsi- 
bility of providing it. 

Mr. Gross. And there was no help from the Pentagon on that at 
all ? 

General Newton. Would there be, or not? I donot know. 

Mr. Fiuanacan. Since it was my decision, I can say there was help 
in the sense that there had been a "lot of time spent on planning space 
in Arlington Towers. Now, we had the decision to make, shortly 
after the 1st of June, when we assigned the contract: “Are we going 
to do it in Arlington Towers, or are we going to do it elsewhere?” 

And I can assure you that prior to that time, back in April or May 
or late March, when we were preparing our proposal for this school, 
we investigated the space at Arlington Towers and other space. 

Now, as I said in my prepared statement, we investigated space 
very carefully and found that this was much the most suitable space, 
and of course a sreat deal of planning on the adaptation of this 
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space for the school had already been done, which was a big advantage 
tous. So we did not start afresh on this problem, but at the same time 
we had made a very careful study of what space there was in Wash- 
ington and in the vicinity of W ashington. And we could not find any 
space that touched this, for convenience or price. 

Mr. Gross. Will you tell me, Mr. Flanagan, who in the Pentagon 
helped you get into the Arlington Towers ‘apartments? 

Mr. Fuanacan. Nobody helped us get into the Arlington Towers. 

Mr. Gross. Now, let us be frank about this thing. I ‘do not think 
you would have gotten into the Arlington Towers : setup in this con- 
nection unless you had the backing of the Pentagon, because your 
contract depends upon Congress appropriating the money, does it not? 
It could end in any year, since the appropriation is made on an annual 
basis. You would have to have some help to get in, on that kind of a 
deal, into the Arlington Towers apartments, ‘and you would have to 
have it from the Pent: agon. Isthat not right? 

Mr. Fianacan. No, that is not right. 

Mr. Gross. I am trying to find out what manpower was used to 
help you get into the Arlington Towers apartments. 

Mr. Fianacan. I can tell you what manpower was used. Dr. Pres- 
ton, here, went over and negotiated with the Arlington Towers rental 
agent, with the president of the corporation, and he said, “Will you 
give us acontract that we can handle this project on?” 

There was a good deal of negotiating by Dr. Preston with Mr. 
Brakefield and other people of the Arlington Towers Corp. before we 
were willing to bid on a project of this sort. We had a statement in 
writing from Arlington Towers that gave us an option on that space 
before we bid on this proposal. 

Mr. Gross. You may be acquainted with this, but if you are, 
let me refresh your memory. I have here a letter under date of May 
2, 1958, from Mr. William G. Brakefield, the general manager of the 
Arlington Towers apartments, to Brig. ‘Gen. “Henry C. Newton, re- 
tired, the gentleman present at the w itness table, setting forth the terms 
and conditions. So, this lease with respect to the Arlington Towers, 
and your being in it with this Institute, or this training school, was 
handled between the general manager, as a matter of fact, and Gen- 
eral Newton. 

Mr. Fianacan. That is incorrect. 

When was the first time you went over there, General Newton ? 

General Newron. I cannot give the exact date. 

Mr. Gross. I would like to have permission to insert this letter in 
the record at this point. 

(The letter from William G. Brakefield is as follows :) 

ARLINGTON TOWERS, 
Arlington, Va., May 2, 1958. 
Brig. Gen. HeNry C. NEwTon (Retired), 


Pentagon Building, 
Washington, D.C. 

Deak Sir: This is to confirm our conversation of May 1, 1958, regarding office 
space for the proposed MAAG training program. 

1. The space as now planned contains 15,558 square feet. At $3.75 per 
square foot this comes to $58,344 per annum. 

2. We ask an advance payment of $90,000 to cover the cost of alterations. 

3. The term of the lease will be for 5 years. 
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4. The method of payment will be as follows: The total rental for 5 years, 
or $291,720 less the advance payment of $90,000 divided by 60 months or $3,362 
per month. 

Enclosed please find a copy of the letter of necessity that we discussed. This 
is only a form to be followed as it must be adapted to your deal. 

If you have any questions on the above, please call me at your convenience. 


Very truly yours, 
WILLIAM G, BRAKEFIELD, General Manager. 

General Newron. I might clear that up, I think. I received a lot 
of data, when I started working on this, and the data furnished me 
was from the F oreign Service Institute, containing a memorandum 
which you read some time ago. This included a sum of approximately 
$54,000 as rent for space at Arlington Towers. This space had been 
explored by Mr. Kaiser and sev eral others working on the program. 

During one of my subsequent conferences with the officials of the 
Foreign Service Institute, they advised me that they contemplated 
taking over this space to enlarge their own school. Further dis- 
cussions, however, between the Foreign Service Institute and the man- 
agement of Arlington Towers dev eloped a plan whereby the additional 
space required by the Foreign Service Institute would be furnished 
in another part of the complex. So that original space was still avail- 
able to us. 

The Arlington Towers was considered suitable for the following 
reasons. It was adjacent to the Foreign Service Institute, there- 
by making it possible for us to coordinate our program with theirs 
in the event such further coordination might prove necessary initial- 
ly or any time during the future development of the project. The 
Foreign Service Institute had excellent language facilities, and the 
Director indicated an interest in language training. And we are 
still working on that phase of our program, Mr. Gross, because it 1 
very important. It is particularly to our advantage, therefore, to 
be adjacent to the language facilities of the Foreign Service Insti- 
tute in the event this phase of our program should eventually take 
shape. 

In fact, any number of our students have used their language facili- 
ties during their free time, and several of our graduates have enrolled 
in their complete language course. The size and conformation of 
the space was satisfactory and conducive to efficient subdivision. 

I made any number of preliminary sketches to find out what this 
space would be, how it could be developed, and what space would 
be required, as to the area for the school. 

The three Federal installations occupying space in Arlington 
Towers were provided with round-the-clock security checks by US. 
Government security police. Our installation could be included in 
this service, thus providing, without cost, the additional security which 
has been accomplished. The space is only about 5 minutes by auto- 
mobile from the Pentagon Building, which was absolutely essential, 
inasmuch as we have daily contact ‘with the various staff ‘sections of 
the Pentagon and the time factors involved are of vital importance. 

There are officers in the Pentagon as many as 8 to 10 times on a 
given day. Our students must also be in the Pent: agon with refer- 
ence to passports and other areas. It was convenient to Fort Myer, 
which provides post exchange, medical, and dental care. 

Mr. Jouansen. In the sentence before that I missed a word. You 
said the students had to be in the Pentagon for what ? 
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General Newron. They must be in the Pentagon Building in con- 
nection with passports, you see. They are ordered overseas. When 
they come here, there are many things to be done. They have to get 
their shots, inoe culations, and ever ything like that. Then they go over 
there for briefings. 

Fort Myer also sends a detachment to the school twice each month 
for the processing of officers’ pay, their pay vouchers, and other ad- 
ministrative matters. 

We required that Arlington Towers agree to purchase or lease a 
large parking area for the exclusive use of our students and personnel. 
The problem of parking is extremely acute. That is something which 
had not been required by the other installations over there. 

There were three other Federal agencies occupying space in the 
Arlington Towers complex. It was evident that these three contacts 
have been negotiated with the General Services Administration. 

Mr. Gross. What are the three others ? 

General Newton. The Foreign Service Institute, I think, has about 
in excess of 100,000 square feet. The U.S. Coast and Geodetic Survey 
has, I think, around 30,000 to 35,000 square feet. 

There is another branch of the Department of State in there with 
around 15,000 or 20,000 square feet. 

Mr. Jouansen. Do you know what branch that would be ? 

General Newron. I think it is the branch that deals with United 
Nations activities. 

I am not sure, Mr. Johansen. I went through the space and looked 
atit. Itisa branch of the Department of State. 

Mr. Gross. That is one I have missed. I will have to get over and 
see that. I went around the corner to the Foreign Service Institute, 
and if you are exchanging anything with that Institute besides secu- 
rity protection, as you call it, I do not know what it is, because they 
tell me there is no exchange of anything between the two training 
schools. I was amazed to hear it. 

General Newton. To whom did you talk ? 

Mr. Gross. I talked to Dr. Hoskins. 

General Newron. I am surprised Dr. Hoskins did not know. We 
even send instructors over there to teach the military assistance pro- 
gram to his advanced class. 

Mr. Gross. Do you use the library over there ? 

General Newton. No, sir, because the library is not the type we need. 

Mr. Gross. You put in a first-class re ary in this place? 

General Newron. We had to have a library for research in those 
areas. 

Mr. Gross. I do not want to belabor this matter of space over there. 
What I was trying to get at was this. What manpower was used in 
the Defense Department to get Dr. Flanagan in this place with his 
so-called school? That is all. 

yeneral Newron. I am sorry. I thought you wanted the whole 
picture. 

Colonel Kaiser. Sir, if you wanted me to go deeper into the space 
problem, I can. I havea statement from our space acquisition people— 
from Mr. Barrett Coffin. 

The statement reads as follows: 


General Newton, director of the Military Assistance Institute, stated in a re- 
cent meeting that prior to establishment of the MAAG School in Arlington Tow- 
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ers building he contacted Acquisition and Disposal Division, Public Buildings 
Services, concerning the availability of Government space. He was informed at 
that time that space was critical, and General Services Administration was then 
in the process of renting space for agencies serviced by them. In talking to the 
chief of the leasing office, I have confirmed that the situation existed then, and 
that the situation is no less critical today. General Newton was also informed 
that we find it necessary to continue renting additional space and convert apart- 
ment building space to offices to meet demands of the Government for space. 

Mr. Gross. The space situation in the Pentagon must not be very 
critical now, or they would not be enlarging the offices for the Joint 
Chiefs of Staff, at a $350,000 to $400,000 renovating cost. 

Colonel Kaiser. That is a remodeling cost, as Mr. Holcombe men- 
tioned the other day. We had to move out to make room for them, 
and certain agencies have been required to. 

In Arlington Towers, we occupy approximately 10 percent of the 
Government space. Actually it is 15,588 square feet, and it was pri- 
marily basement space. The rate is relatively standard. It is $3.75 
per square foot. That iseverything. 

Mr. Corzett. I would like the witnesses, either today or in summary, 
to get back as far as possible to the original purposes of our whole sub- 
committee. We have been designated by the Congress, and since the 
beginning of this committee we have been trying to ferret out cases 
of dual staffing, duplication of effort, failure to utilize available man- 
power, and that sort of thing. 

In all of this testimony and all of the questioning, the thing that I 
do not believe has been dwelled on quite sufficiently is, first, why this 
special civilian school was necessary, and why could it not have been 
done with existing personnel; and secondly, whether or not space was 
not available somewhere else that would have been fairly satisfactory ; 
and finally, whether or not the costs of this school, the size of staff, 
the rent, libraries, and everything else, is reasonable. 

On those items, it never has been made sufficiently clear to me, or 
sufficiently proved, that this job could not have been done by the mili- 
tary itself. I am not questioning for the moment the efficiency or the 
dedication of the personnel. The objectives of the school are probably 
excellent. But why, with all the personnel available in the various 
military establishments, it could not have been done there; and, re- 
peating, why could not space have been found; and then some explana- 
tion as to whether the costs of the present contractual arrangement 
are excessive. 

I know that answering those questions will take time, but I do hope 
that in your summary, or as you go along, there will be adequate 
attention paid to these items, because that is what we are basically 
concerned about. 

Possibly, General, you have been with this longer. What caused 
finally the decision to hire, by contract, civilian groups, rather than 
to try, with all your agencies of inquiry—when you found these peo- 
ple available, why could there not have been inquiries made as to 
a people presently in the armed services could have handled 
this? 

General Newton. I can answer that, Mr. Corbett, as a matter of 
my personal opinion. You see, when I was retained, I was given a 
directive, in my conferences, that it would be a school operated by 
a civilian agency selected by the Department of the Army, et cetera. 
You see, that had been the decision already made. 








ADMINISTRATIVE AND MANAGEMENT SERVICES 85 
Mr. Jonansen. By “civilian agency,” 
contractor ¢ 

General Newron. Yes. It is right behind that, that Mr. Lee and 
these gentlemen can give you the information. I can discuss the costs 
of the school, how it operates, and all those problems. But that is 
their decision. 

Mr. Corserr. Suppose, then, we see why this decision was made to 
go to an outside contractor. 

This is what. we are finding on almost every agency we look into. 
It looks to us as though it is just a convenient way to contract this 
work out, and then you do not have to bother with 1t any more. 

Colonel Kaiser. Sir, I will attempt to answer that question for 

you. 
' First, getting into cost, I would like to take the one factor brought 
up, of a $33,00 access to active duty. ‘That includes all the retired 
pay that is paid regardless of whether a man is working for the Gov- 
ernment or for a contractor. 

Mr. Corsertr. I would rather, if you do not mind, you would stay 
to the one question. Then we will get over to costs. 

I want to know what caused the decision that the military could 
not handle this school themselves. Now, I do not mean that they 
would have to call retired people back or anything else; but from 
the groups of those actively in the service, do you not suppose that 
this school could have been set up ? 

Yolonel Kaiser. It would be wrong to say that it would be im- 
possible for the Department of Defense, using active duty officers, to 
do it. The Department of Defense is capable of doing almost any 
job that they are given, we grant. 

The matter that was brought up here was whether or not it could 
be more expeditiously, economically, and practically established under 
the current arrangement, rather than to establish a joint school of a 
nature that no precedent existed for, and in a field that is relatively 
new, and not within the complete cognizance of any one military 
department. 

fr. Corpetr. That is exactly what I am trying to find out. 
Whether or not this was a decision of convenience, which has cost a 
lot of money, or whether, had some effort been applied, the money and 
manpower might have been saved. 

Colonel Kaiser. We believe that this is an economical, practical, 
expeditious way of doing it. And I can say this: that the training 
of MAAG officers, although currently deemed essential, is not neces- 
sarily one that will continue over many, many years, and therefore to 
establish a school of this nature on a permanent Government basis, 
such as the National War College, did not seem to be practical at 
that time. 

Mr. Gross. Will the gentleman yield at that point? 

If you are not going to use the officers who have had MAAG expe- 
rience, why will this thing not go on indefinitely ? 

Colonel Katser. Sir, we are using the officers that had MAAG ex- 
perience. We have drawn on them at a much reduced rate of pay as 
instructors. In other words, they are getting our instructors’ $8,000 
a year through contract. Active duty personnel, as a colonel alone, 
would cost us $14,000. So we are utilizing the services within the 


you mean by an outside 
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Defense Department, or within the Government, of experience that is 
very limited. 

Mr. Gross. But why do you not use these MAAG officers that you 
put through this school? W hy do you not use them ? 

Colonel Karser. W ell, we have the school to train them before they 
go out. 

Mr. Gross. You had officers with MAAG experience before you ever 
started the school, and plenty of them. 

Colonel Kaiser. There are a limited number of officers that are 
available with MAAG experience. And I will cite enough of the 
career planning of a MAAG officer to try to make this point clear. 

First, a man is selected for MA: \G duty because he is a military 
specialist. He is going to a country in order to train, we will say, 
as a jet pilot. And in that capacity he must maintain his proficiency, 
and he must be top in his field. 

Mr. Gross. Well, how long have we had the military assistance 
program ¢ 

Colonel Katser. We have had it for several years. 

Mr. Gross. For how long? 

Colonel Kaiser. Since 1949, I believe. 

Mr. Gross. You have had a lot of officers coming and going who 
must have obtained considerable experience in MAAG affairs. It 
that not correct ? 

Colonel Katsrr. There are a number of officers who have experi- 
ence in MAAG affairs. That is true. 

Mr. Gross. You are putting them through here now at the rate of 
some 80 per 4-month period, are you not? 

Colonel Karser. We are putting them through at the rate of ap- 
proximately 100 per month. 

Mr. Gross. You are not taking care of all of the officers that are 
being sent on MAAG duty overseas, are you 

Colonel Kaiser. That is correct. 

Mr. Gross. So you have had a tremendous number of officers with 
MAAG experience in terms of an instruction staff in this school, or 
who could supplant this farming out to a cost-plus-fixed-fee operator. 

Colonel Katser. It is correct that it could be done that way. We 
are not saying it is impossible. We do feel that the continuity that 
is developed by bringing these experienced officers in at a lower rate 
of pay than they would get on active duty is a practical means of 
ACC ee the job. 

Mr. Gross. And of course how expeditious. You use the word “ex- 
peditious”—how expeditious was it, when Mr. Holcombe was sent 
back here on special duty in 1956 to get this school going, and you 
did not get the school opened until what? The fall of 1958; is that 
not correct ? 

Colonel Katser. Sir, I would like to correct the record on that one 
point. Hr. Holcombe’s statement says: 

I was asked early in 1956 to return to Washington on temporay duty to make 
recommendations to improve the administration of military assistance— 


Mr. Gross. And this was one of his recommendations, was it not? 
Colonel Katser. Improved training of officers was one of his recom- 
mendations. 
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Mr. Jowansen. Will the gentleman yield? How long does the 
current contract run? I means, is it fora year? The present one? 

Colonel Kaiser. Sir, this contract was for 10 months. I believe 
that on June 30 it is subject to renewal. There is an option to renew 
on the part of both the Government and the American Institute of 
Research. 

Mr. JouHansen. Is there, or will there be, any consideration by the 
Department of Defense, in view of the concern that has been indicated 
by the committee—is there or will there be any consideration given to 
manning the school at the expire ation of that contract in the fashion 
that is here under discussion / 

Colonel Kaiser. Yes, sir. The Office of the Secretary of Defense 
has the highest respect for this committee and will give every con- 
sideration to this matter in normal staff procedure, and it will be up 
to an adequate level to make the decision. 

Mr. JoHANSEN. And there has, as of this date, been no decision made 
to exercise the option to extend the contract ? 

Colonel Katser. No decision in the Office of the Secretary of De- 
fense has been made concerning the final findings of this committee, 
nor of the Defense position. 

Mr. JOHANSEN. Such a decision to go one way or the other is going 
to have to be made relatively soon, is it not, due to the time factor? 

Colonel Kaiser. That is correct, sir. 

Mr. Gross. Are you presently before the Appropriations Commit- 
tee asking for money for this purpose ? 

Colonel Kaiser. ‘Sir, I am not familiar with the Appropriations 
Committee activities. I cannot answer that. 

General Harvick. We are not yet before the Approprations Com- 
mittee, Mr. Gross. 

Mr. Gross. On this particular matter? 

General Harvick. Or any part of the military assistance program. 
We are now before the House Foreign Affairs Committee. I believe 
the money to run this school is a part of this request. 

Mr. Gross. Which comes in the authorization bill from the Foreign 
Affairs Committee; is that correct ? 

General Harvick. Yes, sir. 

Mr. Gross. How much are you asking for ¢ 

General Harvick. I do not know the amount, sir. 

Colonel Katsrr. I can say this, as far as prior congressional activ- 
ity is concerned, in that, though: The polic: y, the management, and 
the budget estimates, are matters of congressional committee record. 
The Foreign Affairs Committee of the House of Representatives, 
12181, page 99, 103, 139, and 325, and the Foreign Relations Com- 
mittee of the Senate, 3318, page 130 to 137. 

In addition to that, the instructions which established the school 
are DOD Instruction 2110.25, dated February 1958. That is a mat- 
ter of prior congressional record, and it was cleared with them in 
the last hearings. 

Mr. Corserr. What was budgeted for the school in the last budget ? 
How much money? The total operation. Somebody had to pay 
the bills. There was an amount budgeted somewhere in the authori- 
zation and the appropriation. 
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General Newton. I believe the current contract was $333,115. That 
covered this year’s operation of the school. 

Mr. Corserr. Do you have the figure for the prior year there, also’ 

General Newton. This is our first year of operation. That in- 
cludes rent, renovation, maintenance, janitor service, everything. 
And we are putting our students through here, and I am shooting 
at $300 a student, including their packet material. If I can accom- 
plish that, it will be the cheapest school they have got anywhere in 
the Defense Establishment, because I expect to save about $30,000 
on that figure. 

Mr. Corserr. In other words, the amount requested for the next 
fiscal year would be somewhat smaller ? 

General Newron. Well,no. Yousee,thisis10months. It depends 
on how these appropriations are handled. I am not very familiar 
with that, because if they go on ahead on a contract basis, they cannot 
contract until the appropriation bills are approved, or something of 
that sort. So I do not know whether it will be 10 months, 11 months, 
or just what it will be. 

Mr. JoHansEN. Mr. Chairman, I have here a listing of two figures, 
one of which is the $333,115. That is contract DA 49-083-OSA. 
But I have listed also a contract, and that contract which I just men- 
tioned is dated August 28, 1958. I have listed also a contract DA 
49-083-OSA 2096, dated June 5, 1958, in the amount of $297,800. 
Now are these two separate contracts? And if so, the $333,115 is not 
the total amount. 

General NewrTon. Sir, that is the operating expense for the 10 
months’ contract, which ran from September until July. I have a 
report on that, which is the audit as it is going. The average is run- 
ning for about $30,000 per month. 

Mr. JoHANSEN. But what is the $297,800 figure? 

General Newron. Sir, that was an estimated one for the actual 
salaries, rent, alteration, equipment, communications, and so forth, 
as finally adjusted by the auditor and paid off at the rate of $274,136.60. 

Mr. JoHANSEN. But that is additional to the $333,115 ? 

General Newton. That is additional to the operating expense, which 
is paid at the rate of approximately $30,000 a month. 

Mr. JonaNsen. I wanted to have the record straight. If this is 
accurate then the total amount for which appropriations must have 
been made somewhere is the combination of the $274,000 and the 
$333,000 figures. Is that not right? 

General Newton. Sir, you are covering 2 fiscal years. That is 
correct. The one contract, DA 49083, is fiscal year 1958. The next 
one you have is fiscal year 1959. 

Mr. JoHANSEN. I just wanted to be sure the record was clear on that. 

General Newron. Yes, sir. 

Mr. Scorr. Colonel Kaiser, did I understand you to say that there 
was an option provision in the contract by which either party could 
renew for an additional period ? 

Colonel Katsrr. Sir, I am not a contract officer, but it is my under- 
standing that there is an option that the contract can be renewed, and 
it is an option which either can exercise. 

You correct me, Dr. Flanagan. 

Mr. Scorr. I thought this school was set up as an experimental 
proposition. 
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Colonel Kaiser. It was not set up as experimental, but we set up 
contracts normally on a 1-year basis, and it was not necessarily some- 
thing that you would build a million dollar establishment or a build- 
ing that would run for perhaps 50 years. 

In other words, it was considered that it must be to a degree of a 
tenuous nature, because it had never been done before. 

Mr. Scorr. Assuming that there is an option provision in the con- 
tract, what would be the liability of the Defense Department in the 
event they decided that this was not a good program and it ought 
to be abandoned ? 

Colonel Kaiser. I am not qualified to give a detailed analysis on 
that contract, sir. It is possible that Dr. Flanagan can. 

Dr. FLtanaGan. Without it here, I could not say. 

Actually, most Government contracts are for a limited period, 
that is, for a fiscal year, because they do not know they are going 
to get the appropriations for the next year or the next year or the 
next year. But the second part of it is that the contract, almost any 
contract, has a clause that it can be terminated. If it is terminated, 
reasonable termination costs are due the contractor, which are to be 
negotiated. I do not know, in this case, what the provisions are, 
exactly, as to what the cost might be to the Government. 

Mr. Scort. I just wondered if the Government was incurring some 
possible penalty for abandoning the project if they found it not 
beneficial. 

General Newton, how many people, if any, are on your staff at 
the present time in this school who were formerly employees of the 
AIR? 

General Newron. On our staff at present ? 

Mr. Scorr. Yes. 

General Newton. We have none permanently assigned. 

Do we have? 

Dr. Franacan. Not full time. 

General Newton. No, not full time. We have some come out of 
the service, panel members, on our discussion panels. You see, as 
the school breaks down, we have the whole class together as a unit, 
and then it breaks down into four regional areas, you see. So we 
have four classes. And there we have panel members. I think Dr. 
Gorham comes out and serves on some of those panels. 

Mr. Gross. Comes out from where? 

General Newton. He comes from AIR’s office here in Washing- 
ton, and he sits on a panel. You see, we will have maybe a repre- 
sentative from the Department of State on the panel, people who 
have just returned from areas, who are experts on various areas, 
for discussions among the students, just like you run a panel, just like 
we are running a panel here, in a sense. 

_ Mr. Gross. Any of the three psychologists who spent 2 or 3 months 
in several countries and came back with all the answers—are they 
among those that come out ? 

General Newton. Yes, sir; because they do have a lot of the 
answers. 

Mr. Gross. Isee. And how often do they come? 

General Newton. Well, that is a little hard. It depends on just 
how our countries break down. You see, we have different groupings 
for every class. 
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Mr. Gross. I just asked you how many times they come. 

General Newron. I would say they probably come 2 or 3 times a 
month. 

Mr. Gross. That is Dr. Gaylord ¢ 

General Newron. And Dr. Spector and Dr. Gorham. 

Mr. Gross. So they come quite frequently, then 

General Newron. Yes, sir; and sit on the panel. 

Mr. Gross. And they are located in the office here; is that correct / 

General Newron. Yes, sir. 

Mr. Scorr. Are there any other questions of General Newton ? 

Mr. Jowansen. Yes, Mr. Chairman. 

General Newton, you spoke of the low costs of the school. Would 
you say that it is a fair statement, in view of the fact that there was 
no decision to call back retired Army personnel or military per 
sonnel—would you say that it is a fair statement to say that the actual 
cost of any officer connected with the school or on the staff, the actual 
cost to the taxpayer, is the salary paid by the Institute plus his retired 
pay? Would you feel that that was a fair statement of the cost to the 
taxpayer / 

General Newron. Well, let me express my opinion on that to you, 
Mr. Johansen. 

This is an area that maybe Mr. Lee could handle better. But an 
Army officer serves in two statuses. He is active, and he is retired. 
On active duty, he receives his active duty pay. When he retires, 
he receives his retired pay, because he is still under the control of 
the Army. 

Now the retired pay of an officer comes from the pay provisions 
of the Army budget. That is charged against the pay of the Army. 

The amount which an instructor gets in the school is charged 
against the MAAG training funds, you see. So you would be right 
in a sense, if you wanted to add to an instructor his retired pay. 
But, you see 

Mr. Jowansen. Excuse me for interrupting, but would I be right 
in saying that regardless of accounting and bookkeeping procedures, 
both items are a charge against the taxpayer ? 

General Newron. Yes, sir. You would be right. Certainly. 

Mr. Ler. Both are charges against the taxpayer; and, of course, 
irrespective of whether the school was by contract or inhouse, the 
retirement costs, had these officers retired, which they would have, 
would have been charged to the taxpayer, too. 

Mr. JomAnsen. I agree with that. But I am trying to get an ac- 
curate picture of the thing. If the officers on this staff had been re- 
‘alled to active duty, would their salaries have been more, as much, 
or less than the combined salary paid by the Institute under the 
contract, plus the retired military pay ? 

General Newron. Depending on grade, I would say it would be 
just about—well, for the colonels, it would be just about their retired 
pay. For me, it would be a little higher. For Major General Smyth 
it would be a little higher. I think that is the question you want, Mr. 
Johansen. 

Mr. JoHansen. Now is it your judgment—and I want, again, to 
emphasize that I am trying to get the record straight as to the fact— 
is it your judgment that in terms of the personnel ‘and the other costs 
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2 operating the school, the costs are greater or less under the con- 

‘act than they would have been if they had been handled by your 
pre ‘stablishment, the Armed Forces ? 

General Newton. If you eave out the retired pay, we are definitely 
less. Now, with retired pay, I would have to calculate that. Do we 
not have some figures on that? That retired pay? In other words, 
add the retired pay to the pay we are now paying. 

Mr. Ler. I have not computed it. These would be awfully close 
together in any event if you add the retired pay. On the order of 
5 or 10 percent. 

General Newron. I saw that in passing. 

Mr. JOHANSEN. I had not seen this before. This seems to indicate, 
on the basis of personnel alone, that the cost, the total cost, including 
their salaries under the contract and the retirement pay, is $285,434, 
and the cost if the officers were called back to active duty, would have 
been $252,146, or $33,288 less. 

However, when we undertake to os aise the total cost of operating 
the school, bearing in mind other factors than salaries, bearing in 
mind the commission to the Institute, and all, what is your impression 
as to the additional costs which would not have been incurred | by the 
nongranting of the contract, in the operation of the school ? 

General Newron. That would be that figure that you have there, 
with the retired pay, Mr. Johansen, I think. May I look at that? 

Mr. Jonansen. Yes, I would be glad to have you do that. 

General Newron. Because I think what you have here is the retired 
pay. So that becomes the total pay, you see. So that would be more. 

Mr. JonHansen. That is correct. But are there not additional costs 
in the operation of this school? In other words, this $252,000 ob- 
viously is not the total cost of operating the school. 

General Newron. The other costs outside of personnel would be the 
same if we operated 

Mr. Jowansen. They certainly would include 
percent fee. 

General Newron. I am thinking of the cost of what it costs to pre- 
pare units of instruction, to reproduce, all the mechanics of the op- 
eration, you see, and not the fee involved. 

Mr. Jonansen. Well, I am thinking about the fee costs, because I 
am thinking of the aggregate cost to the taxpayer. 

Colonel Katser. Mr. Johansen, I would like to answer this question, 
and think of it in this vein. Leaving out retired pay, there is no ques- 
tion but what this is a more economical operation. The study indi- 
cates that it is close to $10,000 less, operating by contract, than active 
duty. If you consider retired personnel, then that is a consideration 
of whether or not, if we put a requisition on the military depart- 
ments for personnel to do a job, they are going to start calling back to 
active duty people in this capacity any more than they are in any other 
job. And we cannot assure the committee that if this institution were 
run on an active duty basis, these same people would be called back to 
active duty from retired, contrary, possibly, to the policy of that 
military department. 

Therefore, the cost could go up to that extent, if it were an active 
duty installation. 

Mr. Gross. Would the gentleman yield at that point # 
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Now, you have people making a contribution to this school, do you 
not, from the State Department, the Defense Department, and so on 
and so forth ? 

Colonel Kaiser. You mean guest lecturers? Yes, sir. 

Mr. Gross. They are not reimbursed, are they ? 

Colonel Katser. That is correct. 

Mr. Gross. In other words, Mr. Flanagan takes an override on 
their services. They are essential to the school, are they not? 

Colonel Katsrr. Sir, he does not get any percent of profit on that. 
These are highly qualified people. 

Mr. Gross. Allright. Suppose these people did not come over there 
and lecture. What would be the validity of the school? Would you 
have a school, or would you not have a school ? 

Colonel Kaiser. Sir, we would have a school of a lower caliber, 
because of the lack of professionals that were brought in from the 
outside. 

Mr. Gross. So under this cost-plus contract, the contractor is getting 
in effect an override on services contributed to the school? Or is he 
not ¢ 

Colonel Kaiser. He gets no override on their services, because they 
are not a part of the contract. 

Mr. Gross. No, but they are a part of the school and necessary to 
the school, you say. 

Colonel Katsrr. They assist in the instruction, as do other personnel 
in Defense going to the Foreign Service Institute and other agencies, 
more or less on a quid pro quo basis of exchange we have within the 
Government. 

Mr. Gross. What is a quid pro quo basis? 

Mr. JoHanseEn. “This for that.” That is Latin. You were absent 
that day. 

Mr. Gross. My colleague suggests it means “this for that.” 

Colonel Kaiser. We provide from the Department of Defense, the 
State Department, and others, guest lecturers without making a charge 
for that assistance. 

Mr. JoHansen. Going further into this matter of costs, I am not 
meaning to be “picky.” Iam just trying to get at the problem of what 
the taxpayer has to pay. Wedo have to worry about that. 

The scale of salaries for the staff is set, as I understand it, by the 
Institute. Is that not correct—by the contractor? 

I am advised, and I do not know how comparable are the setups 
of the instructors here and in a university, but I am advised, that 
the salary range of an instructor in a university is $4,500 to $5,500. 
Yet the salary shown for instructors in this school, paid by the con- 
tractor, is $8,000. 

Dr. Fuanacan. I would like very much to talk to that. 

Actually, your instructor in the local universities is ordinarily a 
graduate student. He is a boy perhaps 23 years old, with no experi- 
ence. He has just had a college course, and he gets his $4,500 for 
being an instructor. He probably is taking graduate work at the 
time. He is not possibly qualified to be an instructor in a postgrad- 
uate professional training course of the type we run at the Military 
Assistance Institute. They both are called instructors, but you might 
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call them professors. ‘These same people, colonels and so on, would 
be professors of military science and tactics if they took positions in 
universities, and in those positions, as colonels or captains in the Navy 
they would. get about $14,000 a year. 

Now, I had in my statement, which was entered into the record 
last time, some statements which I think should clarify this matter 
of costs. 

Now, it seems to me that the question of “Could the Department of 
Defense save money by calling people back from retirement to do any- 
thing in the services?” is a point which we in the American Institute 
for Research have nothing to do with. They certainly probably 
could, by taking all the people off retirement, save more money. But 
the question is a matter of policy and does not have anything to do 
with us. Weare running aschool. We are trying to do it efficient ly. 
Whether or not money could be saved by different policies is another 
matter. 

Now, we felt that we were very fortunate to find a number of in- 
terested, capable, and experienced retired officers who were both 
willing and able to work long hours in the development and initiation 
of this important school. The staffing of a comparable department 
in a university would ordinarily require more than a year’s time. 
Only 5 of the 18 members of the professional staff receive salaries 
exceeding $8,000 per year, and only 1 above $10,000. Similarly, only 
5 of the 15 typists, secretaries, and technical assistants, receive more 
than the usual monthly salary. I rode back in an airplane this week 
with someone who had just gotten out of high school, who was turn- 
ing down a $4,400 job as a Congressman’s secret: iry. It is very diffi- 
cult to find good people in W ashington. 

Mr. JoHANsEN. I hope the doctor is not using some congressional 
assistants’ salaries as a criterion of what a reasonable salary is. 

Dr. FuranaGan. Lam not familiar with this topic. 

Mr. Scorr. Are there any other questions of General Newton 

Mr. Gross. I would like to ask a question of the general. 

When did you first become acquainted with these three psycholo- 
gists that were sent over to the three foreign countries 4 

General Newron. I met the first one in my office, I think late in 
January, when he came in with Dr. Flanagan. 

Mr. Gross. January of what year? 

General Newron. Of 1958. I never knew any of them before. 

Mr. Gross. January of 1958 was the first time that you met them, 
then ? 

General Newron. Yes. 

Mr. Gross. They had nothing to do with the establishment of the 
school, then ? 

General Newron. No, sir. 

Mr. Gross. Nothing at all ? 

General Newron. No, sir. 

Mr. Gross. I think our testimony of yesterday, which, of course, 
was in executive session, perhaps might contradict that to some extent. 

In your statement on April 3, 1958, you said that, “Our school is 
essentially military.” Was that a correct statement ? 

General Newton. Yes, sir. 
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Mr. Gross. Well, in the testimony before the committee on March 
24, Mr. Holcombe said : 


This is not a military school, nor is its curriculum within the cognizance of 
any one military department or existing school. 

Who is right, and who is wrong, about this? Is this a military 
school, or is it not ? 

General Newron. Well, it is a military school, Mr. Gross, because 
we train military officers. Now, we train them in a highly technical 
procedure, which is not taught in any other military se hools. 

Mr. Gross. You said it was essentially a military school. 

General Newron. That is correct. 

Mr. Gross. And thereby you ruled out, in effect, the other schools 
that were bidding on this, or were invited to bid. Is that about right ? 

General Newron. No. The other schools which were invited to bid 
had somewhat of an academic approach to the problem. 

Colonel Kaiser. Sir, are you taking that from page 4 of Mr. 
Holcombe’s statement ? 

Mr. Gross. I am taking it from the transcript, page 119, in which 
he says 

This is not a military school, nor is its curriculum within the cognizance of 
any one military department or existing school. 

He says it is not a military school. 

General Newton. That is correct. We provide the military train- 
ing which is highly specialized. 

Mr. Gross. But you say since the school is essentially military, the 
pattern of operations should be similar to that which characterizes 
the U.S. military school system. ; 

General Newton. Yes, sir. We have discipline, we have controls, 
we have processing. We have the same rigid control of our student 
body as you have in a military school. 

Mr. Gross. But you pr actically ruled out the other bids by saying 
that they are steeped in tradition and that their bent is academic. 

General Newton. Let me just cover that point. 

Mr. Gross. Well, I do not want to pursue it. 

General Newron. Because in that connection, in the letter from 
Georgetown University, where I had very pleasant relations, they said: 

The program as outlined, it would seem, since it would require in large part 
Army personnel, would better operate as an Army school to which special quali- 
fied lecturers could be invited. An examination of the material reveals that 
much of the material, particularly on agencies, would not normally be the content 
of a lecture on international affairs. 

Mr, JoHaNsEN. I would like to ask one question, General. 

It is whether a school of this type can be run satisfactorily from the 
standpoint of the objectives of the school by military personnel, by the 
Department itself. 

General Newton. Active military personnel? Yes, sir. 

Mr. Jowansen. And if it can be operated more economically, it 
would seem to me it ought to be done. Ifa school of this type can be 
operated at less cost under a contract , it would seem to me to suggest 
that some careful attention and concern ought to be given to the 
operations cost of the Department of Defense. 

Now, I would be glad to have you comment on that. 

General Newton. That isa pretty deep question. 
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Mr. JoHANSEN. It has gotten the taxpayers in pretty deep and the 
budget in pretty deep, too. 

General Newron. I am now personally working on a scheme as to 
how this school could be staffed with active duty personnel. I do not 
think anybody around the table knows that, but I am working on that 
right now. 

Mr. JoHaNnseN. [am very happy to hear that, General. 

General Newron. Because I have run these other schools, and I want 
to see what can be done. You see, I have run five Army schools, and 
they all vary tremendously. You take the Army school at Fort 
Knox. I think we run 10,000 students a year through there. It isa 
huge installation, and it would have to be operated by military 
personnel. 

Mr. Gross. Why ? 

General Newton. Well, we could not possibly find the volume and 
the competence of other than military personnel. 

Mr. JoHANSEN. But you did find the volume of military personne! 
to staff that school, and yet you could not find it with reference to this 
school. 

General Newron. That is a point that has to be answered down 
there, because I know what can be done with a school, but that is a 
policy matter. It will really have to be handled by Mr. Lee. I can- 
not get - that Defense ground. 

Mr. Jowansen. I am not willing to badger you, General. I have 
respect for your career and the service you have given to the Army, 
and there is no personal criticism at all. It is just.a matter of concern 
from the standpoint of cost, a matter of concern about this whole busi- 
ness of contracting out, a matter of concern about the policy of Re- 
serve officers being hired by contractors with certainly some basis for 

feeling that they are capitalizing indiscreetly or unwisely on their 
connections with the Defense Department. It is these larger areas 
that [am concerned with. 

General Newron. Well, just let me give you this one answer. I may 
get shot for this. But I can run that school as an active-duty school 
any time, using active duty personnel, providing they give me the 
people I want as instructors and do not yank them out every year and 
a half for another detail, which is the great problem we have at times. 

Mr. JonHansen. Because your ironclad inflexible rule requires that 
they be yanked out ? 

General Newron. Well, you have, with the reduced officer strength 
of the services, constant fluctuations. You take the last class. We 
were supposed to have 100 officers, and we only had 87. I do not want 
to get in too deep on this. 

Mr. Gross. I think in the testimony previously given to the com- 
mittee, Mr. Lee testified that the regulations are not so inflexible that 
officers could not be retained as instructors for this school. 

Mr. Lee. I would like to indicate what the Defense policies and 
the general practice are. We have been going to increased stability 
and we have done pretty well at getting the normal tour in the Wash- 
ington area at 3 years. And that works out pretty well as a whole, 
now. There may be some exceptions. 

For example, if a man is slated to promotion to general officer, he 
might, of course, be yanked out of a duty in order to not miss a pro- 
motion. 
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Also, there are no Defense policies that require the school to be 
run by contract or to be run by Department personnel. As a matter 
of fact, the Defense policies encourage the most efficient and economic 
way to operate the school. 

Mr. Scorr. Is it correct to say that this school grows directly or 
indirectly out of the investigation made by representatives of the 
AIR in these three southeast Asian countries, either directly or 
indirectly ? 

General Harvick. No,sir. This is not correct. 

Mr. Scorr. But the proposal to establish the school developed after 
that investigation was made ? 

General Harpick. No, sir. 

Mr. Scorr. The decision was made to establish the school before 
these people were sent, before the psychologists were sent over. 

Colonel Kaiser. I will run through the exact steps that took place 
for the establishment of the school, very briefly. 

It was finally decided by the Secretary of Defense on October 10, 
1957, to establish a Military Assistance Institute for this purpose. In 
November 1957, to the best of my knowledge, was the first idea that 
the American Institute for Research personnel had that there was 
such a school being established. They did not recommend that it 
be established. 

Mr. Scorr. At whose instance did they send representatives to these 
countries ? 

Colonel Katsrr. That had nothing to do with the establishment of 
the school, sir. 

Mr. Scorr. Iknow. But at whose instance did they go? 

Colonel Kaiser. They were on a separate contract for another 
agency. 

Mr. Scorr. A contract with a Government agency ? 

Colonel Katsrr. Yes, sir. 

Mr. Scorr. And one man went to each country ? 

Colonel Katser. Sir, in this case, there were individuals who went 
to the field, which has been brought out in previous testimony. The 
school was established, or the directive to establish the school was 
signed, by the Secretary of Defense, prior to the time that they even 
returned and made their report. 

Mr. Scorr. Did the report that was made contribute directly or 
indirectly to the establishment of the school ? 

Colonel Katser. To the best of my knowledge, it could have had 
nothing to do with it, because the Secretary had signed a directive 
to establish the school in October. 

Mr. Scorr. Did the report have anything to do, directly or indi- 
rectly, with the type of school which was finally decided upon ? 

Colonel Katsrer. To the best of my knowledge, nothing whatsoever. 

Mr. Scorr. How long did these people stay over there ? 

Colonel Kaiser. Sir, I am not qualified to discuss the details on 
their a 

Mr. Scorr. I mean the representatives of the AIR. 

Colonel Katser. That I am not qualified to discuss. I can say that 
the first contact that the American Institute for Research had concern- 
ing this was in a recommendation on January 10 that they provided, 
January 10, 1958, to the Assistant Secretary of Defense, concerning a 
research project on selection of personnel for MA AG duty. 
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Mr. Scorr. I believe we developed yesterday that it would have 
been impossible for these representatives or psychologists, on their 
own, to have made a survey personally, That would be out of the 
question, from the standpoint of the’ total potentiality of these differ- 
ent countries. 

Dr. Franacan. There were only three people, out of a much larger 
effort. 

Mr. Scorr. Dr. Flanagan, they were representatives of the AIR? 

Dr. Fuanacan. That is right. 

Mr. Scorr. And they made reports when they returned. Or, no, 
they did not make the report when they returned, did they 

Dr. Fuanacan. The report did not get done until about February of 
1958. 

Mr. Scorr. And the reason for that was that the real investigation, 
the ground work done in really determining the potential, was left up 
to representatives of the governments of these countries involved. Is 
that not true ¢ 

Dr. FLranacan. I am not quite sure. We just made a report on our 
little part and turned it in to the people in the Pentagon, and then we 
were through. 

Mr. Scorr. Did your representatives not contact representatives of 
the governments in these different countries involved ? 

Dr. FranaGan. No. 

Mr. Scorr. Well, they certainly must have had some contacts. 

Dr. FLranacan. We dealt. with our own military personnel that were 
over there, and perhaps incidental contact also with the embassies, our 
embassies. But as a matter of fact, we just plain did not deal with 
their 

Mr. Scorr. What I am interested in finding out is: Did not these 
representatives have some contact, some source of information, on 
which they were relying, in those countries involved ? 

Dr. Fuanaean. They dealt with the MAAG personnel overseas. 

Mr. Scorr. Would that not be necessarily true? That would be 
necessarily true, would it not ? 

Dr. Franacan. They dealt with the U.S. MAAG personnel who 
were over in these other countries. 

Mr. Scorr. I will ask you if you do not know that the reports which 
were finally submitted by these representatives sent to these countries 
was based largely on the evaluations of people residing in and inter- 
ested in those countries. 

Dr. Franacan. Well, no. Let us just stay with the part that ATR 
played in this much larger program. The reports that we submitted 
were analyses of the data that we collected overseas, and they were 
not opinions, to a considerable extent; they were data collected from 
our MAAG people. 

Mr. Scort. In brief, what I am concerned about is whether or not 
these reports submitted actually reflect an unbiased and practical 
picture of the situation in these countries and the needs of these coun- 
tries and their capabilities, or whether these reports reflect the ideas, 
hopes, and expectations of people residing in those countries. 

Dr. Franacan. Well, that is what our business is, to try to avoid 
reflecting just the opinion of people in the job, but to report the facts 
as to what is going on in these countries, regarding certain human 
factors. 

39368—59—pt. 18 
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Mr. Scorr. I am concerned about whether your people got the facts 
or not. 

Dr. Fianacan. Well, we were fairly confident that they did get 

facts, which they sent in. ; 
_ Mr. Scorr. I would be interested in knowing the sources of their 
information and the real factual basis, and just exactly what investi- 
gation they made personally, and if they did not make it personally, 
who they relied upon to make it. 

Mr. Ler. Mr. Chairman, if I may, we under the ground rules would 
have to go back into a closed session, as we were in a closed session 
yesterday, on that. particular report, under the instructions that have 

en given us. We would be perfectly glad to do that, if you wish. 
But we are not privileged to say much about it in open session, be- 
cause of its classification. 

Mr. Scorr. I believe Judge Davis requested yesterday that we be 
furnished with copies of those reports. 

Mr. Ler. Yes, he did. 

Mr. Jonansen. Mr. Chairman ? 

Do I understand that the military officers who are assigned to this 
school for instruction receive what is known as a dislocation allow- 
ance, or something of that type, an allowance for, supposedly, ex- 
penses incident to the transfer to that duty ? 

General Newron. They do not have any dislocation allowance, no, 
sir. 

Mr. Ler. The dislocation allowance, if by that you means the allow- 
ances associated with the permanent change of station for active 
duty personnel, is authorized for active duty personnel. 

ow, at the time of retirement, an individual who designates his 
place of retirement gets certain of his travel expenses paid. 

Mr. Jonansen. No; I was not speaking of the instructors, Mr. 
Lee, but of the students. 

Mr. Les. The students? It would depend on whether they are on 
a permanent change of station or not for their assignment to the 
school. 

They are on temporary duties so they would not get it. 

Mr. Jowansen. The staff has been advised that the officers being 
transferred to student assignment in the school are being given a $200 
dislocation allowance. 

Mr. Ler. They get per diem. I want to be accurate here. They 
would get per diem and travel costs, just as though I went to school 
as a civilian employee with the Government. They would not get a 
dislocation allowance, as I understand it. Perhaps there is a confu- 
sion of terminology here. I donot know. 

Mr. Jowansen. If an officer being assigned to the school as a stu- 
dent was located on duty at the Pentagon and then assigned to this 
school, would he get such an allowance? 

Mr. Ler. Not a travel allowance, no sir. And not a per diem 
either. 

Mr. Jowansen. Would he get any kind of an allowance by virtue of 
the transfer ? 

Colonel Karser. Sir, perhaps I can clarify it in this way. If he 
is en route to a new station on a permanent change of station, then 
he would get a dislocation for that reassignment. Assume he was in 
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Fort Benning. He came to the school for a month and then went to 
France. Just as he would on any other change of station, he would 
get what we call the dislocation allowance, which amounts, I believe 
to 1 month’s rental allowance. 

Mr. JoHANSEN. But that would be with relation to his assignment 
overseas, not his assignment to the school. 

Mr. Lee. The law only authorizes one such each year except in 
cases of personal approval by the Secretary of the Army, or Air Force. 
And they are very few, indeed. So normally the services keep their 
students at these schools on a short-term duty basis. 

Mr. Gross. I would like to ask you a question or two. 

Would you discuss what the circumstances were of your first con- 
tacting General Newton ? 

Dr. Franacan. Actually, we contacted General Newton because we 
had put in, as previously mentioned, a proposal to do selection of 
MAAG personnel, to send them overseas. We had submitted that to 
various Officers, and it came to the attention of Colonel Kaiser, who 
made a followup. Colonel Kaiser said, “We have a new consultant 
down the hall. Why don’t you see General Newton? He is con- 
nected with the school.” 

So we went down and talked with General Newton, particularly 
about our selection proposal, but at that time he brought up the ques- 
tion of the training Institute that he as planning, and raised the 
question of: would we be an organization that might be interested in 
bidding on the establishment and operation of this school. 

Mr. Gross. Had Mr. Holcombe, who was originally assigned to this 
subject, contacted you previously ¢ 

Dr. Franagan. No. We did not know anything about this school 
until the initial conversations of Colonel Kaiser and Dr. Spector. So 
that I didn’t ever meet Mr. Holcombe until we came over here the 
other day. And as a matter of fact, I had not met most of those peo- 
ple over there. We submitted a proposal in response to a request for 
bids and were awarded the contract. 

Mr. Gross. So your first contact with General Newton was while 
he was still on the Department of Defense payroll as a consultant? 

Dr. Fuanacan. That is correct. 

Mr. Gross. Did you select General Newton, or did someone in your 
organization select him, as the Director of the Military Assistance 
Institute ? 

Dr. Fuanacan. Well, Dr. Preston, who was the Director of our 
Washington Office, was given more immediate responsibility for this 
being a Washington activity, and I would say that it is fair to say 
that the two of us jointly agreed that General Newton was the best 
available person to direct this school. 

Mr. Gross. There was no understanding when you first met Gen- 
eral Newton, that if you obtained the contract for the operation of 
this school, he would be the director ? 

Dr. Franacan. At no time was there any such understanding. 

Mr. Gross. Who hired the other members of the staff ? 

Dr. Firanacan. The word “hired” is a sort of a general word. 
Technically, we hired them. There was nobody put on the payroll 
that we did not say, “We want this man on our payroll.” We wrote 
him a letter—as a matter of fact, the letter went out over my signa- 
ture—inviting him to take the position. 
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If you wanted to use the word “recruited” or something like that, 
a lot of the work was done by General Newton before we were 
awarded the contract, in finding these people, recruiting them, screen- 
ing them, evaluating them. But every one of them was interviewed 
by. a member of our staff, usually Dr. Preston, before we invited him 
to become a member of our staff. 

So that we were assisted, helped a great deal, but the decisions were 
all ours. 

Mr. Gross. Let me ask you a question we touched on a few moments 
ago. 

Why do you use instructors from other Government agencies in 
your school ? 

Dr. FLanaGan. Because we think that that is much the best way to 
keep our instruction up to date and accurate. And we, of course, 
have our own instructors there taking notes. We record all these 
data. But some of these policies are changing rapidly, and we get 
up-to-date information from people who are well informed on these 
topics by using State Department, Defense Department, and other 
people as guest lecturers. 

Mr. Gross. Do you not reimburse them ? 

Dr. Franacan. We do not reimburse them. 

I would like to add to this point, because there is a little bit of lack 
of clarification. This contract that we have is not a fixed-price con- 
tract. So if in some way or other the military were suddenly to say, 
“We are going to supply half your staff free,” that would not make us 
an extra nickel. That would just mean that we would spend less 
money over the year. The Department would give us more funds out 
of some other pocket for this purpose, and there would be less going 
through the contract. But it is a cost-plus-fee contract, so unless we 
sustain a cost for a person or something like that, we do not get re- 
imbursed by the Government. 

Now, I would like to bring out again that on the first contract for 
establishing the school, where our bid was the lowest of the bids from 
the universities and others, as well as other factors, and also on the 
present contract—in the first contract, we saved approximately 
$23,000 over the bid which was made, and that was on a fixed- -price 
basis, but renegotiable. 

On the second one, we are at the present time saving at the rate of 
$3,000 or so aclass. So that on both of these contracts, the total cost 
to the Government will be less than originally estimated by the De- 
partment of Defense. 

Mr. Gross. I believe we have it previously that there is no reim- 
bursement on the part of the Defense Department for these lecturers 
that have come in from other agencies. 

Mr. Flanagan, what are your plans for the future use of these em- 
ployees that you have over there ? 

Dr. Futanacan. You mean at the Military Assistance Institute? 

Mr. Gross. Yes. 

Dr. Fuanacan. This is all an individual matter. Some of these 
people have general research interests, which might lead them to do 
other things with our organization. Some of them are expecting to 
retire again some time in the near future. I think that it is all an 
individual matter. We have no special plans for any of these per- 
sonnel. 
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Mr. Gross. Have you operated other schools for the Government ? 

Dr. FuanaGan. We have not operated any other school for the 
Government. We have done a lot of work on training research, 
developing curriculums, conducting-training for experimental pur- 
poses, but we have not operated any training schools prior to this. 

Mr. Gross. What percentage of your time is devoted to the Military 
Assistance Training Institute? 

Dr. FuanaGan. Well, I made an estimate of that not too long ago. 
I do not recall the exact figure, but I would guess that it is probably 
not to exceed 10 percent, somewhere between 5 and 10 percent. 

Mr. Gross. That is since the inception of the school ? 

Dr. Franacan. Yes; of course, actually, there was more time spent 
initially. 

Now, I should clarify that again by pointing out that Dr. Preston, 
as Director of our W ashington. Office, was delegated by me responsi- 
bility for seeing that this school got set up properly. He worked 
closely with General Newton over the summer. He spent a large 
fraction of his time—I think in some months it was as much as half 
of his time—with General Newton and other members of the staff, 
on the planning of the school and the administrative details of pro- 
curing the equipment, the leases, and this kind of thing. So that 
he carried the main responsibility for the American Institute for Re- 
search with respect to the setting up and operating of this school. 

Mr. Gross. I believe you stated previously that you or your staff 
had observed a need for more effective selection and training of 
MAAG officers, and on that basis you submitted voluntarily a pro- 
posal to the Department of Defense. Was that proposal submitted 
for the purpose of soliciting business for the American Institute for 
Research ? 

Dr. Franaaan. This is correct. 

Now, I want to make it clear again, though, that that proposal had 
to do with the selecting of MAAG personnel, and not with the train- 
ing. Now, the subsequent conversations indicated they were pri- 
marily interested at the present time in training and not in selection. 
Selection is still a problem, and it is still one we hope to help the 
Department of Defense with over the long run. 

Mr. Gross. And that was or was not a result of having had a sub- 
contract by which you sent these three psychologists to three coun- 
tries ? 

Dr. Fuanacan. I think the testimony has been quite clear that the 
setting up of the Military Assistance Institute was not a result of 
our subcontract. 

Now, the fact that we were considered specially well qualified to 
run this Military Assistance Institute was partially due to the fact 
that we had special experience. But we had experience not only in 
terms of this particular one, but in connection with 97 or so other pro- 
posals, some involving overseas personnel, some involving military 
group in this country, that we have done for the Government. 

Mr. Gross. Mr. Flanagan, do you not think it is unusual for an 
organization such as yours to try to tell a Government department 
what it should do, without being invited to submit roneusianlaitaaal 

Dr. FranacGan. Oh, no. No, we do this all the time. 

Mr. Gross. You do? 
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Dr. Franacan. Yes. I think that there are many situations where 
we can see a need. Our people were not there to evaluate the MAAG 
personnel overseas; but they saw that there was a need for selection 
and training of military personnel, and we regard it as our duty as 
U.S. citizens to come back and tell the Department of Defense that 
they should do something about this. And so we did. 

We initially proposed to them selection, although in our contacts 
with the people that we had worked for, we mentioned training, too. 
But they were not working with the other people. 

Mr. Gross. How many other such proposals have you submitted to 
the Government in recent years? 

Dr. FLanaGAn. Quite a few. I happen to have a statement, though, 
on just what our experience has been in the past year. And in the 
past year, we have initiated 38 new contracts, not all, of course, with 
the Government. Many of them are not with the Government. But 
of these 38, only 34, that is, as many as 34, have been initiated by the 
other group. The list is here. I would be glad to make it available 
to the committee. 

Mr. Gross. Let us confine it to the Government, if we may, Dr. 
Flanagan. 

Dr. Franaean. All right. So that perhaps half of the ones on 
here may be Government. And there were 34 of them, where they 
came to us and said, “We have a problem. Will you prepare a pro- 
posal for us?” Sometimes this was to us as sole source, because of pecu- 
liar ability to do it. Sometimes we were one of several bidding on it. 
But in the case of 34 of these new projects that we started from April 
15, 1958, to April 15, 1959, the initiation came from the Government 
or other organizations. Four, we initiated and sold. 

Now, these four were: First, the development of a system for de- 
scribing jobs for the mentally retarded, which we sold to the Office 
of Vocational Rehabilitation. 

Tf you want to use the word “sold,” the Office of Vocational Rehabili- 
tation does not let out bids for particular projects. They are open 
to ideas, and they support the research ideas that they think are good. 
So that one would ae get business with them by submitting ideas. 

The “Handbook of Human Engineering Techniques” is a project 
which we suggested to the Office of Naval Research. We suggested it, 
because we knew that we and other groups had worked on developing 
human factors procedures over the period of the past 5 or 10 years, 
and these were all scattered around in reports, so that the people at the 
Ballistic Missiles Division in Los Angeles told me that they had to 
send out to the manufacturers a stack of reports this high to try to 
tell them what to do about the human factors problems in designing 
their space and missile equipment. So that we went to the Office of 
Naval Research and said: “For a small amount of money, we can 
gather all this together and make it much easier for people to get this 
important human factors data when they are planning and design- 
ing equipment, right at the beginning, instead of retrofits and other 
things later.” 

Mr. Gross. Would you for the benefit of this committee submit 
that ? 

Dr. Franaaan. This list? 
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Mr. Gross. Yes, and I would like it to very plainly show the Gov- 
ernment agencies which have come to you, the Government agencies 
to which you have gone with proposals, identifying specifically the 
agencies and the proposals. 

Dr. Fuanacan. Yes, that is right here. 

(The information follows :) 


THE AMERICAN INSTITUTE FOR RESEARCH CONTRACTS WITH GOVERNMENT AGENCIES, 
APRIL 1958—-APRIL 1959 


The following projects were the results of specific requests: 


Short title Contract with— 
Design Recommendations for Miniatur- Army Signal Equipment Support 
ized Equipment. Agency. 
Radar Operator Training.__-..--.---~- Naval Training Device Center, Port 


Washington, N.Y. 
Curriculum Development for MAAG Defense Supply Services, Army. 
Training. 
Personnel Analysis in Support of Office of Naval Research. 
Guided Missile Development. 
Adjustment of Personnel, Isolated Arctic Aeromedical Laboratory, Air 


Sites. Force. 
Maintainability for Electronic Equip- Army Signal Equipment Support 
ment. Agency. 
Training Management System, Missiles. Army Ballistic Missile Agency. 
Utilization of Pilot Opinion__-------. Wright Air Development Center, Air 
Force. 


Operation of Military Assistance Insti- Defense Supply Services, Army. 
tute. 

ivaluation, Science Telecasts in Wash- National Academy of Sciences. 
ington, D.C., and Pittsburgh, Pa. 

Development of Performance Rating Maxwell Air Force Base. 
Devices. 

Assessing Unplanned Effects, AFROTC Do. 

Guide to Maintainability__.__._.___..--- Wright Air Development Center. 

Naval Officer Leadership___.____--__-- Office of Naval Research. 
The 4 projects which were the results of unsolicited research ideas were: 

Short title Contract with— 

Development of System for Describing Office of Vocational Rehabilitation. 
Jobs for the Mentally Retarded. 

Handbook of Human Engineering Tech- Office of Naval Research. 

niques. 

Identification, Development, and Utili- National Science Foundation. 
zation of Human Talents, 
Identification, Development, and Utili- Office of Naval Research. 

zation of Human Talents. 

Mr. Jonansen. Am I correct that one of the very major programs 
which you have initiated, the pupil testing program, is one that was 
on your recommendation ? 

r. Franacan. That is right. That represents the other two in this 
list of four. 

Mr. Jowansen. Mr. Chairman, may I make the comment that I have 
a suggestion for the Government for a training program? I do not 
recommend that it necessarily go to this contractor. And that is a 
training program in developing the ability to discriminate between 
the essential and the nonessential in these programs that somebody is 
trying to sell to the Government to be paid for at taxpayers’ expense. 

Mr. Scorr. It would certainly be helpful. 
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Mr. Gross. Dr. Flanagan, I believe you stated that 74 percent of 
your business came from the Government. 

Dr. Fuanacan. I think that is correct. 

Mr. Gross. What is the percentage covering work for the Military 
Establishments? Do you have that in mind ? 

Dr. FLANAGAN. “ I do not. I would guess that it is a large 
portion of that 70. I do not know. You might say it is 65 percent. 
I could get it for you. 

Mr. Gross. Could you, in connection with the other statement, add 
a sentence or two, telling us how much of that is for the Government ? 
I believe you have answered the question, or the question has been 
answered, as to the American Institute for Research responsibility in 
the selection of Arlington Towers. I believe it has been established 
that the responsibility for that selection rests entirely with Dr. Flana- 
gan. Is that correct, Doctor? 

Dr. Franacan. The responsibility is certainly mine. I was given 
advice. 

Mr. Gross. Well, strike the word “entirely.” But the responsi- 
bility was yours, so you have stated. 

Dr. Fuanacan. I think it was an excellent selection; I am quite 
sure if we were trying to do it again today, we could not do as well. 

Mr. Gross. Well, Ie cannot think of more plush quarters anywhere 
around here, unless it is the New State Department Building or the 
New House Office Building when it is finally completed and which I 
opposed. I cannot think of more plush quarters than you have gotten 
into. 

I still cannot satisfy myself with previous answers given as to the 
reservation of apartment. space for trainees at Arlington Towers. I 
still cannot satisfy myself, in view of my renting of apartments in the 
District of Columbia. There must be a different deal over in Vir- 
ginia. It seems that if you want to move into an apartment in the 
District of Columbia and you cannot vacate the premises you are pres- 
ently occupying and you cannot move in for 2 months, they want 2 
months rent until you get in there. They do not reserve space with- 
out a monetary consideration. I just do not know how you are 
reserving space for these officers over there, unless there is a different 
setup in Vi irginia. Do you have any working knowledge of that, Mr. 
Flanagan ? 

Dr. Franacan. As a matter of fact, I know practically nothing 
about that, except the testimony that you have heard here before. I 
think that this was a real problem for these officers coming in, many 
of them bringing their wives, and I think that some of the members 
of the staff took it upon themselves to see if arrangements could not 
be made, and I think that both at Arlington Towers and the other 
apartments in that area they have made quite good arrangements for 
sort of minimal furnished equipment so that people did not have to 
bring in their furniture, but could still have the advantage of living 
in an apartment and not a hotel or a room. 

Mr. Gross. There is no question but what itis a problem. But I can 
well remember when I first came here looking for a place to live in 
1948 I wore out a lot of shoe leather before I found something. No- 
body was taking care of my housing problems at that time. T am still 
concerned about that use of the taxpayers’ money, because I figure that 
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somewhere along the line in this deal, there is a monetary consideration 
involved. 

Colonel Karser. There is no monetary consideration involved on the 
part of Dr. Flanagan as a contractor, nor on the part of the Govern- 
ment. What they do in the Military Assistance Institute is inform 
officers that are coming here that there are places where they can have 
housing. One is Arlington Towers. Another, I believe, is Presiden- 
tial Gardens. All the arrangements are then made by the individual 
with that apartment. Neither the Government nor Dr. Flanagan— 
the American Institute for Research—actually makes a contract or an 
arrangement for the quarters. 

Is that correct, General Newton, or not ? 

General Newton. That is correct, yes. 

Mr. Gross. That is all. 

Mr. Jouansen. Mr. Chairman, I have two or three questions. I 
think probably Mr. Lee can answer them. They relate to this avail- 
ability of officer personnel. 

Approximately what is the number of the uniformed personnel of 
the Army today ? 

Mr. Ler. The actual strength is somewhat above 870,000 officers and 
enlisted men, going down to 870,000 by June 30. 

Mr. JoHANSEN. Would you be able to tell me or supply for the 
record the same answer for the year 1946? 

Mr. Ler. Yes, sir. I do not remember it for 1946, but we will put 
it In. 

(The information referred to follows:) 

War Department military strength as of June 30, 1946, was 1,891,011, including 
455,515 in Air Force commands. 

Mr. JoHANSEN. I understand that in 1946 there were 12,800 colonels 
and above, and today there are 15,000 colonels and above. 

I wonder if we could also have for the record the total uniformed 
manpower of the Navy for those 2 years, the present and 1946. 

(The information referred to is as follows :) 





Navy military strength as of February 28, 1959, was 635,061. The strength 
planned for June 30, 1959, is 630,000. As of June 30, 1946, Navy strength was 
983,398. These figures do not include the Marine Corps. 

Mr. JoHanseEN. I understand that there are today 15,000 Navy cap- 
tains or above and colonels or above, as against 12,800 in 1946. It 
seems to me that that indicates quite a surplusage of top ranking offi- 
cers. You are familiar with the “hump” legislation that the Navy 
is suggesting, to provide a program to stimulate retirements, because 
they have got so many officers of those ranks that they are creating 
an actual problem in terms of promotion, and so on, and I would 
assume in terms of effective utilization of all this personnel. 

Now, I just find it difficult to reconcile these kinds of figures with 
the continual argument that there just are not available officer 
personnel. 

That is all. 

Mr. Lee. Well, I have, and some of the other witnesses have, asso- 
ciated themselves with the members of the committee who do believe 
that it was possible to do this job of running the institute in the 
Department of Defense. That does not mean that as a matter of 
judgment there might not have been arguments pro and con. The 
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fact is that Defense policies encourage the most efficient and econom- 
ical way, and that is the thought that you have developed. 

Mr. Jowansen. Actually, if there is room for retirement of these 
personnel, then there must be some question as to the efficient use of 
this vast number of personnel, which suggests the point that any costs 
spent outside, additional, for this program, or any and all excess or 
surplus, are unwarranted costs. 

Mr. Ler. The school is not so large that one would think it would 
reasonably be argued that you could not find some way to find the 
14 or 15 people within the Department of Defense, without it having 
a big impact. The services are tight. We have gone down, as you 
know, in both civilian and military personnel. In fact, some of our 
decreases in civilian personnel have been encouraged by this com- 
mittee’s reports over the years. So we think we are tight. And we 
think it is very difficult to absorb very large new missions without 
lopping off of your lower priority or improving your efficiency. But 
we would not want to argue as to 14 people. 

Mr. JoHANSEN. You do not mean the situation is tight with respect 
to officer personnel in the categories I have mentioned. 

Mr. Lez. It is my opinion that it is generally tight as far as utili- 
zation is concerned. 

Mr. JoHansEN. In the colonel, captain, and above category ? 

Mr. Ler. Yes, sir. 

Mr. JoHANSEN. It sure must have been tight in 1946. 

Mr. Leg. I think it would be very difficult to make those compari- 
sons, because 1946 was just after the war, when we were phasing 
down. I do not know the size of the forces at that particular mo- 
ment, but I think it would be very difficult to make that comparison, 
because since we have had the Officer Personnel Act passed as legisla- 
tion, which contains some of the ground rules for ratios of officers, 
and we have gone in general to a more technical force, which has re- 
quired a higher ratio of some of the upper grades—aviation, expan- 
sion in your aviation, would account for a lot of them at these grades, 
and so on. 

Mr. JouanseEn. If I have not done so before, I want to command 
you, Mr. Lee, for your frankness in expressing the view that this 
particular operation could have been manned within the Department. 

Mr. Gross. I would like to join in that statement. I would like 
to add this, too. Again we hear that this officer strength has been 
reduced to the point where it is tight. Was that not your statement, 
Mr. Lee? 

Mr. Lex. That is my opinion, yes, sir. 

Mr. Gross. Yet we find that in the Pentagon there is no space. 
What happens to the space that is vacated by these people who we 
are told are getting out of the service? Do those who remain just ex- 
pand their offices, as in the case of this Joint Chiefs of Staff operation 
over there? Or what happens? 

Mr. Ler. I wish I knew what happened to it, Mr. Gross. It al- 
ways seems to get away from you in some way. 

Mr. JoHansEn. Do you have any suggestions, Mr. Lee, as to how 
we might find out ? 
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Mr. Leg. I think we would have to talk to the people who actually 
handle the space on that. 

I had some personal experience, in that after being in the same 
office for about 5 years, my office was recently moved. Some of the 
boys who work with me looked a little too crowded in comparison to 
me, personally. So I suggested that they take some of my space and 
make a more equitable distribution. 

Then I found out in some way the building was set up, and the 
costs of putting in the structures were such that in order to do that 
they had to take two-thirds of my space. That left me less than the 
others. So I backed off from it. I think it is a very difficult thing. 
We would have to get the space people on it. 

Mr. Gross. It was not so very long ago that somebody told us that 
personnel had been reduced by about 12,000 in the Washington area. 

Mr. Ler. That figure is right as to the number of personnel in the 
headquarters over a 2-year period that were reduced. That includes 
such nearby installations as Anacostia Naval Station and not just the 
Pentagon. 

As to how that would relate to finding suitable space in one spot 
for these men to use for their school, their information on that would 
be better than mine. 

Mr. JoHANSEN. Apparently there is a “space age” in more than one 
sense. 

Mr. Ler. Apparently so. 

Mr. Scorr. To the best of your knowledge, who conceived the idea, 
at the very first instance, Dr. Flanagan, of the need for this school 
facility? Who conceived the original idea, to the best of your 
knowledge ? 

Dr. Furanacan. My knowledge of the past history, that is, the his- 
tory earlier than January 1958, of where this school was conceived, is 
based solely on what I have heard in testimony here from Mr. Hol- 
combe and Colonel Kaiser. I assume that somewhere between Colonel 
Kaiser, Mr. Holcombe, Mr. Sprague, Mr. Irwin, this idea was 
conceived. 

I think Colonel Kaiser could speak much more accurately to that 
point. 

Mr. Scorr. Did your organization have any such idea in mind be- 
fore it was suggested ? 

Dr. Franacan. No. As a matter of fact, we had never considered 
going into the operation of a training school until we were told that 
that training school was going to be set up on a contract basis. It 
was a problem which we felt was important, real; and unless there 
a was good training of these MAAG personnel, the taxpayers’ money 
was not going to be well spent. We felt that this was important, that 
we could do this; and after some consultation among the staff, we did 
bid on this school. 

Mr. Scorr. Time seems to be running out on us. 

There are several other questions that the committee would like to 
ask the various witnesses. If it is satisfactory with the committee 
and the witnesses, I will ask members of the committee staff to prepare 
these questions in writing and submit them to the witnesses, and ask 
them to supply answers for the committee. 
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(The material requested follows :) 
QUESTIONS FOR GENERAL NEWTON, DIRECTOR, MILITARY ASSISTANCE INSTITUTE 


1. How much supervision do you receive from American Institute for Research 
personnel in Washington office? Indicate who provides this supervision, by 
name and title. 

Answer : 

(a) Administrative supervision furnished to the Military Assistance Institute 
by American Institute for Research. 

During the organizational phase of the Institute, Dr. Harley O. Preston, the 
director of the Washington office, and his administrative assistant, Mrs. Dina 
C. Jekofsky, spent the majority of their time in the following functions: 

(1) Clerical personnel testing and recommendations for selection. 

(2) Processing of all correspondence in connection with hiring, including 
insurance, retirement, and social security instructions. 

(8) Acting as security office for MAI until the receipt of clearance to 
function in this capacity. 

(4) Liaison office for all procurement and fiscal matters between MAI 
and home office in Pittsburgh. 

At present, Dr. Preston supervises and assists in the above functions during 1 
entire day each week plus other frequent visits. 

(b) Instructional assistance furnished to the Military Assistance Institute by 
American Institute for Research: 

(1) Developed the original concept for the country study project which 
is the vehicle used in the school for the study of the people and culture of 
foreign countries. This is a 24-hour project. 

(2) Developed the original study of a mythical country called Protonia, 
used as a case study on an unclassified basis for the programing course. 
This is an 18-hour project. 

(3) Frequent conferences were held between Dr. Harley O. Preston and 
the director of instruction to discuss the improvement of the faculty’s presen- 
tation of instructional material, the methods used to present instruction, 
and the use of various forms of study questions. 

(4) Has reviewed and offered suggestions for improvement of question- 
naires sent to graduates of the institute to obtain information for the 
improvement of the course of instruction. 

(5) During each course, staff members of the American Institute for 
Research’s Washington office have served as panel members during the 
instruction given on the customs and culture of the people of foreign 
countries. 

2. What is your relationship to the American Institute for Research home 
office in Pittsburgh? 

Answer: Administrative direction is centered in the Pittsburgh office for 
procurement procedures and other organizational functions. All fiscal records 
are the responsibility of the home office. This includes payment of purchase 
invoices: pay of employees; leave, insurance, and retirement records for em- 
ployees: and submission of public vouchers for audit and payment to contracting 
officer. 

8. How many times has Dr. Flanagan visited your office since school started 
in September? 

Answer: In addition to the visits of Dr. Preston representing the president of 
the American Institute for Research, Dr. John C. Flanagan himself has visited 
the institute approximately 45 times, or on an average of 4 times per month 
since the beginning of the initial contract (June 1958). 

4. Do you plan to continue the present professional staff indefinitely? If so, 
how will they become informed as to changing conditions relating to Military 
Assistance Advisory Group duties? 

Answer: Generally, yes. We maintain continual contact with the Office of the 
Assistant Secretary of Defense (ISA) relative to policy, also the Department of 
State, USIA, and ICA. Wealso maintain close contact with the military depart- 
ments in connection with implementation of the program. Officers returning 
from MAAG’s visit the school and brief the staff on the latest developments in 
the field. A sum has been set up in the budget to provide for travel of our per- 
sonnel to the various MAAG’s so as to have firsthand knowledge of their opera- 
tions. All of these steps are normal throughout the military school system and 
necessary to keep instruction factual and up to date. 





ADMINISTRATIVE AND MANAGEMENT SERVICES 109 


®, Do you have any kind of working relationship with the International Coop- 
eration Administration training school operated by Johns Hopkins University? 

Answer: We have informal visits with the ICA training school and a member 
of our staff has lectured at the school. This school, however, deals largely 
in the economic field while this institute is primarily concerned with the mili- 
tary aspects of the program. Representatives of ICA are frequently at the insti- 
tute where they serve as members of the regional and country panels. We main- 
tain the same close relationship with USIA. 

6. What is your current student enrollment? 

Answer: Current enrollment in class No. 7, 96 students. 

7. If it is under 100, why? 

Answer: The quotas established was 100 students broken down to an allotment 
of 70 for the Army, 15 for the Navy, and 15 for the Air Force. This breakdown 
is in consonance with the approximate MAAG strengths of the three services. 
The strength of the classes vary due to date the replacement is required in the 
area, Consequently sometimes classes are larger than others. For example: 
January, class No. 4 had a strength of 115 students. The forecast for May is 
110; June, 107. We do not have complete data for the July class; however, 
it is expected to be approximately 110. The quota adjustments are made between 
the three services and the director of the MAI, and in event one service does not 
require its full quota, additional spaces are offered to the other services. When 
the class falls below 100 students it is generally due to lack of field requisitions 
for personnel or in some instances, last-minute changes in orders. Every effort 
is made to maintain the class between 100 and 110 students. 

8. What percent of the class instruction is done by people from outside the 
Military Assistance Institute? 

Answer: (a) During the March class of a total of 548 man-hours of instruc- 
tion, 147 man-hours, or approximately 26.8 percent, was presented by outside 
individuals and 401 man-hours, or 73.2 percent, was conducted by MAT instruc- 
tors and staff. The individuals from outside MAI participated largely on the 
regional and country panels. 

(b) The question of teaching load may be confusing inasmuch as each student 
receives approximately 124 hours of instruction ; yet the total instructional man- 
hours for a class is 548 hours. This apparent discrepancy is due to breakdowns 
of the classes into numerous small groups for more efficient instruction directed 
toward specific country or regional problems. 

9. Do you plan to increase the instruction time of your staff? 

Answer: We are constantly increasing the instruction time of our staff. We 
are at present taking over two additional units of instruction for the May class 
and planning a further breakdown into smaller teaching groups which will add 
considerably to our teaching load. 


Mr. Scorr. If there is no other business to come before the com- 


mittee, we stand adjourned. 
(Whereupon, at 12:40 p.m., Wednesday, April 22, 1959, the hearing 
was adjourned.) 
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